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REPORT 


of the 

INDIAN DELEGATION TO THE IMPERIAL ECONOMIC CONFERENCE 

held at OTTAWA, 

i s 

22 st July to 20th Avgust, 1932. 


CHAPTER I. 

Introduction. 

The Imperial Conference of 1930 at its plenary session held on the 13th Nov- 
ember of that year adopted the following resolutions : — 

(1) The Imperial Conference records its belief that the further development 

of inter-imperial markets is of the utmost importance to the various 
parts of the Commonwealth. 

(2) Inasmuch as this Conference has not been able, within the time limit of 

its deliberations, to examine fully the various means by which inter- 
Imperial trade may best be maintained and extended, it is resolved 
that the Economic Section of the Conference be adjourned to meet at 
Ottawa on a date within the next twelve months to be mutually 
agreed upon, when the examination will be resumed with a view to 
adopting the means and methods most likely to achieve the common 
aim ; provided that this reference is not to be construed as modifying 
the policy expressed on behalf of any of the Governments represented 
• at this Conference. 

(3) The agenda for the meeting referred to in the previous resolution will be 

agreed between the several Governments. 

The discussions at the London Conference of 1930 had been influenced by a 
declaration made by His Majesty’s Government in the United Kingdom, at an early 
stage of the proceedings, to the effect that they were opposed to any policy involving 
duties on foodstuffs or raw materials, and the economic discussions at the Conference 
were conccntiated not on tariff questions but on alternative methods of promoting 
trade within the Empire, such as the quota system, bulk purchase schemes, import 
boards, _ direct exchange of commodities, and the promotion of agreements between 
industrialists. It was the failure to arrive at unanimous conclusions on these 
questions which was chiefly responsible for the decision to hold an adjourned Con- 
ference on economic questions during the following year, and an invitation by the 
Canadian Government to the constituent Governments of the Empire to assemble at 
Ottawa was accepted. For various reasons, however, the adjourned Conference 
could not he held in 193] and was postponed to August 1932. In the intervening 
period events of far-reaching importance had occurred in the United Kingdom, to 
which reference will he made in the next chapter. 

2. The appointment of Hie Indian Delegation to the Ottawa Conference was 
announced by Sir George Rainy in the Indian Legislative Assembly on the 4th April 
1932 in the following terms :~ 

*' The Government of India have agreed to send n delegation to the Imperial 
Eccncmic Conference which will meet at Ottawa in July next. They 
have been informed that the principal item on the agenda of the Con- 
ference will he the discussion of a policy of trade ag! cements between 
different countries of the Empire and they have been invited in parti- 
cular to consider the question whether, having regard to the new 
tariff policy of His Majesty’s Government in the United Kingdom, 
Great Britain and India should enter into a tariff agreement embodying 
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a reciprocal preferential regime so designed as to benefit the trade of 
both countries. The Government of India have accepted this invita- 
tion and His Excellency the Viceroy has. with the approval of the 
Secretary of State for India, appointed the following gentlemen to 
represent India at the Conference 

Ijcatkr : — Sir At ul Chattcrjec. 

Member . 1 ! : — 

Hr. II. K. Shamnukham Chetfcv. 

Sir Padamji Gimvala, 

Seth Tfaji Abdoola Haroun, 

Sahibzada Abdussamad Khan, and 
Sir George Rainy. 

“ If the conclusion of a trade agreement is recommended as a result of the 
Conference, any changes in the tariff which it may involve will be 
duly' placed before the Legislature for its approval. The Government 
of India have no wish to put any such changes into effect unless the 
Legislature is satisfied that they are in the interests of India.” 

3. Sir Atul Chatterjee, the Leader of the Delegation, arrived in London to- 
wards the end of April ; the other members in Hay and June. Sir Henry Strakosch 
and Sir George Schuster were subsequently appointed delegates for the special 
purpose of dealing with monetary questions. The conversations with represen- 
tatives of Ills Majesty's Government in the United Kingdom opened with a formal 
exchange of views between the Right Hon'ble Stanley Baldwin. Lord President 
of the Council, and Sir Atul Chattcrjec. at a meeting which took place between the 
United Kingdom and Indian Delegations on the 24t h Hay. A copy of Hr. Baldwin’s 
speech and of Sir Atul Chatlorjee's reply is attached to this report (Appendix A). 
On the following day. 25th Hay, we met Sir Horace Wilson. K.C.B., C.B.E., Chief 
Industrial Adviser to the United Kingdom Government, and other official advisers 
to the United Kingdom Delegation, including representatives of the Colonial Office. 
During the subsequent period which elapsed before sailing on 13th July for Ottawa, 
we bad frequent conversations in London not only with Sir Horace Wilson and his 
colleagues but also with representative industrialists of India and of the United 
Kingdom, with representatives of Dominion Governments and with the Secretaries 
to the Empire Marketing Board and the Imperial Economic Committee. On hoard 
the *' Empress of Britain “ we continued our conversations with the United King- 
dom Delegation and with the official advisers of that Delegation. Hr. G. F. Rose, 
the representative of the Indian Jute Hills Association, sailed on the same steamer 
with the Indian Delegation: Messrs. R. Graham and D. C. Ghose, representatives 
respectively of the Indian Tea Association (London) and of the Indian Tea Plan- 
ters’ Association (Jnlpaiguri), met us at Ottawa. We take this opportunity of 
expressing our grateful thanks to t hose three unofficial advisers for the assistance 
rendered by them during the Conference. We arrived at Ottawa on the I9th 
July. 

4. The Conference was fonually opened in the House of Commons Chamber in 
Parliament Buildings. Ottawa, on the 2!st July, by the Governor-General of 
Canada, who read to the Delegates theie assembled a gracious message from His 
Majesty the King-Emperor. Our Leader. Sir Atul Chatterjee, had the honour 
of s"eonding the resolution of loyalty to His Majesty which was passed unanimously 
as the first official act of the Conference. Tit the course of the proceedings the 
leader of each Delegation it* viewed the economic conditions in flu* country 
which he represented and explained the standpoint from which his Delegation 
approached theConference. A copy of Sir Atul C'hatterjee's speech on this occasion 
is appended (Appendix B). Shortly after tlx* opening ceremony the Heads 
of Delegations met and decided to constitute five Committees to deal with the 
various questions raised in the Agenda of the Conference (Appendix C). The Com- 
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mitten, and the Sub-committee** through which the}* worked, were constituted as 
follows : — 

Committee on ” Promotion of Trail/ militia the Commomo'nhh " (Committee 
I) : terms of reference : — 

“ Examination of aspects of general trade and tariff policy ami administra- 
tion affecting Empire trade, including, inter alia, the following 
subjects : 

(a) Recognition of the principle of reciprocal tariff preferences within the 

Commonwealth : 

(b) General application of existing and future tariff preferences within the 

Commonwealth ; 

(c) Extension to other parts of the Commonwealth of tariff advantages 

accorded to foieign countries ; 

(d) Determination of percentage of “ Empire Content " necessary to 

secure preferential taiiff treatment ; 

(c) Export bounties and anti-dumping duties within the Commonwealth.” 

The Chairman of the Committee was the Right Hon’ble the Viscount Hailsham 
(United Kingdom) : the representatives of India on this Committee wereSirAtul 
Chatterjee. Sir George Rainy and Mr. Chetty. In view of their importance, meetings 
were also attended by Sir Padamji Gin wain, Seth Haji Abdoola Ilaroon and Sahib- 
zada Abdussamad Khan, so far as their engagements on other Committees per- 
mitted. Two Sub-committees were constituted by this Committee to examine 
and report- on “The Determination of Empire Content "and “The Recognition 
of the principle of Reciprocal Preferences”. In addition, informal groups wt-re 
formed of representatives of the Dominions interested in the following subjects : — 

(1) Dairy pi oducts ; 

(2) Meat ; 

(3) Fruit and Vegetables : 

(4) Cereals ; 

(5) Metals and Minerals : and 

((]) Tobacco. 

These groups presented no formal reports, but their discussions were helpful in 
connection with the bilateral trade negotiations which were proceeding, simul- 
taneously with the Conference, between the United Kingdom and the Colonies on 
the one hand and the Dominions and India on the other. 

Committee on “ Customs Administration ” (Committee TI) : terms of reference : — 

“The examination of certain aspects of Customs Administration within the 
Commonwealth.” 

The Hon'blo IV. Downie Stewart (New Zealand) was appointed Chairman of 
this Committee, and Seth Haji Abdoola Haroon represented Tndia as a member. 
A Sub-committee of official experts was appointed to consider the technical aspects 
of Customs administration in the various countries of the Commonwealth. 

Committee on ” Commercial Relations udth Foreir/n Countries " (Committee 
ITI) : terms of reference - 

“ x a) Relation ol inter -Imperial preferences to concessions to foreign 
countries : 

ff>) Interpietation of the most-fnvoured-nation clause, particularly with 
reference to the development of regional preferences and of systems 
of import quotas." 

The Hon ble X. C. Ilavenga (South Africa) was Chairman of this Committee ; 
and India was represented by Sir George Rainy and by Saliibzada Abdussamad 
Khan. 

Committee on “ Monetary and Financial Questions “. (Committee IV) : terms 
o f reference : — 

” Consideration of existing inter-Telationships of the various currencies and 
monetary standards of the Empire and of the desirability and 
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feasibility of taking stops to restore and stabilise tke general price 
level and to stabilise exchange. 5 '" 

The I Ton ’bio. IT. IT. .Stevens (Canada) was Chairman of this Committee, on 
which .Sir Henry Strako«eh and Sir George Schuster sat as representatives of India. 
A Sub-committee, consisting of two representatives of each Delegation, was set up 
to consider and report on the following questions : — 

‘‘ (a) Is it possible or desirable by action on the part of the member coun- 
tries of the Empire, or a larger group, to raise the general level 
of prices, and, if so, by what means and to what extent ? 

(b) Is it possible or desirable to stabilise currencies within the Empire ? 
If so on what basis and by what means ? 

Committee on ‘‘ Methods of Economic Co-operation ”. (Committee V) : terms 
of reference : — 

“ Consideration of the appropriate basis and means of effecting inter- 
imperial economic co-operation, including review of existing agencies, 
examination of the report of the Imperial Economic Committee on 
Industrial Co-operation, and discussion of communications and of 
research and standardisation.” 

Sir Atul Chatterjee (India) was Chairman of this Committee and Sir Padamji 
Ginwala was the representative of India. The following Sub-committees were 
appointed to report, to this Committee : — 

Sub-committee on Industrial Standardisation. 

Sub-committee on Grading and Standards of Agricultural Products. 

Sub-committee on Industrial Co-operation. 

Sub-committee on Films and Radio. 

Sub-committee on Procedure. 

In addition, a special Sub-committee of experts was set up to report on the 
existing machinery for Economic Co-operation. 

5. In Chapter VII of this Report we describe the work of Committee I of the 
Conference and in Chapter VIH the work of Committees II, III and V. A copy of 
the report prepared by Sir Henry Strakosch and Sir George Schuster on the work 
of Committee IV forms an enclosure to tins Report and will be found in Appendix 
D. We are in general agreement with the observations contained in this Report. 

0. We returned to London immediately after the close of the Conference at 
Ottawa. Since then we have been engaged in collating the results of our work at 
Ottawa and in drafting the Report. Some of the members of the Delegation will 
return to India in the course of this week. 

7. At Ottawa we were the guests of the Canadian Government, and we desire 
to express our deep appreciation of the magnificent hospitality which we received 
throughout our residence in Canada from the Government as well as from all classes 
of the Canadian people. We were provided with spacious and convenient office 
accommodation in Parliament Buildings at Ottawa. The Canadian Government 
issued to the visiting Delegations a very useful series of carefully compiled statistics 
relating to the trade of Empire countries, and in addition we enjoyed the facilities 
of the splendid library in Parliament Buildings. We received much personal 
kindness from Ilis Excellency the Governor General, from the Right Hon’ble R. B. 
Bennett, Prime Minister, and from other Ministers and permanent officials. 

8. In London, the High Commissioner for India kindly gave us adequate and 
suitable office accommodation in India House. We are grateful to him and to his 
staff for the courtesy and attention extended to us during the period of our work in 
London. 

9. We take this opportunity of acknowledging the very valuable help and co- 
operation of our official Advisers. Mr. H. A. F. Lindsay, C.T.E., C.B.E., Indian 
Trade Commissioner in London, was appointed Secretary to the Delegation in 
addition to being an Adviser. His long experience of the conditions of the external 
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trade of India and also his extensive acquaintance with British commercial organi- 
sations proved most useful for the purposes of our work. We are indebted to the 
Government of India for placing at our disposal the services of Mr. B. C, Burt, 
C.I.B., M.B.E., Adviser to fixe Imperial Council of Agricultural llcsearch. Mr. 
Burt's wide and unrivalled knowledge of Indian agricultural conditions and pos- 
sibilities, particularly on the economic and commercial side, was of the utmost value 
to us throughout our work. Mr. 35. .7. Tumor. C'.B.E., Secretary in the Economic 
and Overseas Department of the India Office, who was lent to us at our request, 
brought to the Delegation an intimate acquaintance* with the treaty rights and 
obligations of India and other Empire countries in commercial matters. Sir Samuel 
Smyth, K.C.I.E., C.8.I., I.C.S. (retired), was appointed to advise us in matters 
concerning Burma, but at our request readily placed his valuable administrative 
and financial experience at our disposal as a general Adviser. The work that 
devolved on all four Advisers was heavy, intricate and cont inuous, and it would 
have been impossible for us to perform our task without their loyal, vigilant and 
efficient co-operation. 

10. We desire also to commend the sendees rendered to the Delegation by 
Mr. W. Marlow, Mr. E. H. Thompson, M.U., and Miss Wildman, three members of 
the staff of the High Commissioner for India who were kindly lent by him for our 
work. Mr. Marlow acted as the Assistant Secretary of the Delegation. Miss 
Wildman served as Private Secretary to the Leader of the Delegation in addition to 
performing confidential work for the whole Delegation. The duties of all three 
officials were exacting, responsible and without any break. The staff employed 
by our Delegation was very small compared with that of all other Delegations. We 
owe it to the loyalty and devotion of these three officials that, in spite of the 
difficult conditions, there was never any hitch or breakdown in our work. 
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CHAPTER IT. 

“ Imperial Preference " l\d “ Reciprocal Preferences 

11. Bcfoio the Indian Delegation was appointed it had become abundantly 
clear that the piincipal subject of discussion at the Imperial Economic Conference 
at Ottawa would be the possibility of concluding Preferential Tiade Agreements 
within the Empire, and in fact this pioved to be the case. It may be useful, there- 
fore, if at th(> outset wc recoid briefly what the attitude of the Government of India 
has been in the past on the various occasions on which the question has come np for 
discussion. The first occasion was in 1903, shortly after the late Mr. Joseph 
Chamberlain bad initiated the Tariff Reform movement. The conclusions then 
reached by Lord Curzon's Government were as follows : — 

(a) That wifbout any system of tariff preferences India already enjoyed a 

large measure of the advantages of the free exchange of imports and 
exports ; 

(b) That India had not very much to offer to the Empire : 

(c) That Government would not he justified in embarking on a new policy 

which might involve reprisals by foreign nations. “ unless assured 
of benefits greater and more certain than any which at that time 
presented themselves.’’ 

12. The question was not again reviewed in detail until after the Wai . Jn 
Fein navy 1920 a resolution was passed by the Imperial Legislative Council recom- 
mending the appointment of a Committee to consider the. adoption of a system of 
prefoicntia! duties in favour of goods of Empire origin, and also the best method of 
considering the future fiscal policy of India. The Committee were unanimously 
of opinion that theie was no ground for apprehension of reprisals by foreign 
nations, and that India was likely* neither to gain nor to lose appreciably on balance 
hv the adopt ion of a moderate preference in the import duties. They recommended 
that the future fiscal policy of India should he investigated by a Commission. In 
pursuance of this recommendation the Fiscal Commission was set up, with instruc- 
tions “ to examine with reference to all the interests concerned the tariff policy of 
the Government of India, including the question of the desirability of adopting the 
principle of Imperial Preference, and to make recommendations A chapter of 
the Fiscal Commission's report is given up to an examination of the origins of the 
arguments for and against its adoption as part of India's fiscal policy. The Com- 
mkrion decided that this question was one which could only he determined in ac- 
cordance with Indian opinion as voiced by the Indian Legislature. They stated 
in addition the cardinal principles, that no preference given should in any way 
diminish t he protection required by Indian industries or involve any appreciable 
economic loss to India after taking into account the economic gain which India 
derived from the preferences granted to her by the United Kingdom. They 
suggested that the Tariff Board might he charged with the task of determining 
whether theie were any commodities on which preference might he given in accord- 
ance with the principles laid down, to the benefit of the Empire and without detri- 
ment to Indian interests. 

13. The question of Imperial Preference figured prominently in eacli of the 
three Imperial Confeieuccs which were held prior to the Ottawa Conference, namelv 
the Imperial Economic Conference of 1923, the Imperial Conference of 192G and the 
Imperial Conference of 1930. On all three occasions the representatives of India 
explained the difficulties which stood in the way of the adoption of a general policy 
of Imperial Preference, and intimated that India was not prepared to enter into 
such u scheme. On the occasion of the 1930 Conference Sir Geoffrey Corbett 
expressed flic policy of the Government of India in the following terms : — 

“ India is ready to consider favourably all schemes designed to encourage 
the development of trade with all other countries of the British Commonwealth. 
But she is not prepared to depart from her present policy of discriminating pro- 
tection, which indeed, as I have explained it, seems to us to fulfil the conditions 
of * rationalised production \ about which we now hear so much. IVe are unable, 
therefore, to commit ourselves to any general scheme of tariff preference within 



the Empire, but we miift reserve complete freedom to deal with each ease as 
it arises. " 

14. On two occasions between 1023 and 1031 Acts were passed by the Indian 
Legislature iinpo ing lower duties on United Kingdom goods than on similar 
goods of foreign origin. The first of these Acts was the Steel Industry (Protection) 
Act of 1027. In this case the Tariff Board after a full enquiry found that a lower 
duty on certain clashes of steel would give all the protection required by tie' Indian 
industry so far as competition from the United Kingdom was concerned, and 
recommended the adoption of a scheme of differential duties on those classes of 
steel, a lower rate being imposed on British goods and a higher rate on those made 
elsewhere. These proposals received the approval of the Government, of India 
and of the Legislature, and the new duties were to remain in force till March 1034. 
The second Act to which reference has been made was the Cotton Industry (Pro- 
tection) Act of 1030. In this case there was no preliminary Tariff Board enquiry, 
but the Act imposed a duty of 15 per cent, on cotton piece goods made in the 
United Kingdom and of 20 per cent, on similar goods made elsewhere, for a period 
of three years ending in March 1933. A Tariff Board enquiry before the end of 
the period was promised, and that enquiry is now proceeding. Jn this case also 
the ground for differentiation was the smaller amount of protection required by 
the Indian industry against competition from the United Kingdom. It has been 
necessary to refer to these Acts because they introduced into the Indian Tariff 
system what was in effect, though not in intention, a preference in favour of British 
goods. But. in both cases the benefit to the United Kingdom was incidental, 
and the differentiation in the duties was held to be justified purely in the interests 
of India. The arguments by which participation in a general scheme of tariff 
preferences might be justified were not invoked on either occasion, and fhe 
decisions taken did not commit India in any way to the adoption of such a 
scheme. 

15. The attitude of the Government of India to this question since 1923 may 
be summarised as follows : — 

(1) It was not clear that India had much to gain from the adoption of a 

general scheme of Tariff Preferences within the Empire. 

(2) There were undoubted difficulties about India's participation in any 

such scheme, difficulties arising both from the policy of Discriminat- 
ing Protection which had been adopted and from the importance 
of the Customs head as a source of Central ^Revenues. 

(3) On balance there were no sufficient grounds why India should support 

a scheme of the kind indicated. To that attitude India might 
well have adhered but for a change in circumstances which made it, 
necessary to approacli the question from an entirely new angle. 

(4) Where it was found on enquiry that a duty on United Kingdom goods 

lower than the duty on similar foreign goods would give all the 
protection required by an Indian industry, it was consistent with 
the policy of Discriminating Protection to adopt a scheme of differen- 
tial duties. But this was done entirely in India's interests and 
not on grounds which would justify a general scheme of tariff pre- 
ferences. 

1G. Up to the autumn of 1931, the tariff policy of the United Kingdom was 
based on the principles of Free Trade. Customs duties for revenue purposes were 
levied only on selected commodities, and wore frequently accompanied by 
countervailing excise duties. Since the War. it is true, duties had been imposed 
on certain commodities for protective rather than for revenue reasons, as, (nr 
example, the so-called Key Industries and Safe-guarding duties, but those departure, 
from strict Free Trade orthodoxy were occasional rather than systematic. So 
long as this policy was maintained it was impossible for the Unitf-d Kingdom 
to participate in any general scheme of tariff preferences. Xevert holes-,. from 
1919 onwards it was clear that Ilis Majesty's Government fit the United Kingdom 
was ready to encourage Empire trade by the grant of tariff preferenr--. so far as 
this could be done within fhe limits of her own fiscal policy. It was for this reason 
that such Empire products as tea, coffee and tobacco were allowed to voter the 
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to the manufactures of the United Kingdom, and in others to goods originating 
in any Empire country, the United Kingdom had now fully committed itself to the 
adoption of a reciprocal policy, and this example might be expected to he followed 
by similar action in important parts of the Colonial Empire and by the adoption of 
the principle of reciprocity by Dominions which had hitherto conceded uncondi- 
tional preference. The issue so long debated whether thcic should be n general 
scheme of trade preference within the Empire was now settled and the question 
which those responsible for India's fiscal interests had to face was whether India 
was justified in maintaining her former attitude of aloofness, whether in fact she 
could afford to stand out. of an agreement which seemed likely to include most, 
if not all, Empire countries other than herself. It was no longer a question of what 
India stood to gain but of what she. stood to lose. 

It). The paramount consideration to be borne in mind was of course the in- 
terests of India’s export trade. Generally speaking, India is an exporter of raw 
produce and an importer of manufactured goods, and the major portion of her 
exports may be classed as agricultural, the most important items being raw cotton, 
raw jute, rice and other food grains, oilseeds and tea. The exports of raw produce 
also include minerals such as manganese ore, and other articles such as timber and 
lac which are not the products of agriculture. Finally, India is an exporter of 
manufactured goods such as jute and cotton manufactures, and of what may be 
called semi-manufactures, a category which would include the vegetable oils, tanned 
hides and skins, pig-lead, pig-iron and semi-finished steel. Though for the present 
manufactured goods are of less prominence among Indian exports than the raw 
products, it must be expected that., with the growth of industries in India, the 
importance of the manufacturing side will tend to increase. 

20. On both sides the position of India is vulnerable. It is true that in the 
production of raw jute she has no serious competition and possesses what is for 
practical purposes a monopoly, but the number of such commodities is very small, 
and even where India is by far the largest supplier of a particular commodity — 
the United Kingdom, for example, takes more than 99 per cent, of her imports of 
rnyrabolams from India — the trade in these commodities is exposed to the compe- 
tition of other articles, natural or synthetic, which will serve the same purpose as 
India's natural products. Thus, for example, the tanuer uses many other tanning 
materials besides rnyrabolams, or again, to take another example, India has no 
dangerous rival as an exporter of lac, but the competition between natural lac 
and synthetic substitutes is of the keenest and most formidable kind. Apart 
from the small class of commodities indicated above, India’s exports of agricultural 
and other raw produce are in competition with similar articles produced in many 
other countries. India has no monopoly, and if she is to retain the trade she has 
already built up and to extend her trade in new directions in accordance with varia- 
tions in world demand, she must see to it that outlets for her produce which have 
hitherto been open are not closed against her. 

21. The United Kingdom is the largest single purchaser of Indian goods and the 
change of fiscal policy already described was, for India, a matter of first class 
importance. Up to 1931, on each occasion when the United Kingdom imposed 
preferential duties the benefit was extended freely to all parts of the Empire and 
nothing was asked in return. The new policy extended the preferential system 
to a far wider range of commodities, but on a reciprocal basis, and India could not 
with any reason expect that the United Kingdom v.ould be willing to accord to her 
a one-sided preference, or treat her more liberally than she was prepared to treat 
the Dominions. Nor was it only the new preferences which were in question. 
The older Acts imposing the revenue dut ies, it is true, aud the Finance Act of 1 932 
which reimposed the tea duty and restored the preference, contained no time limit 
such as was imposed by the Import, Duties Act, but once the principle of reciprocity 
was accepted it would have been idle to hope that the two sets of duties would be 
kept permanently in water-tight compartments, the one set reciprocal and the 
other non-reciprocal. Sooner or later the principle of reciprocity would extend 
to the whole range of duties and it became a matter of urgency to review the posi- 
tion as a whole. 

22. As soon as the facts were examined, it became evident that a system of 
preferences from which India was excluded, while other parts of the Empire were 
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admitted, would be a serious matter for India. So far as the Dominions are con- 
cerned , direct competition is confined to food grains such as wheat and barley, 
to tobacco and hardwoods, and to mineral products such as lead and zinc. But 
with the Colonies the position is widely different. Direct competition extends to 
the whole range of tropical and semi-tropical products ; in some commodities, such 
as tea and spices and the vegetable oils, tbeir exports already rival or exceed those 
of India, and in many others, such as groundnuts and similar oilseeds, they consti- 
tute an alternative source of supply which in course of time would prove a real 
menace to India’s trade with the United Kingdom. There is no reason to doubt 
that so long as the competition is on equal terms India can hold her own. But 
if the competition were intensified under the stimulus of a preference in which India 
had no share, India's trade must inevitably suffer. 

23. The risk which India might incur by a refusal to negotiate was most obvious 
in the case of tea. The two great Empire producers are India and Ceylon, and 
both are exposed to competition from the Dutch East Indies, the extent and magni- 
tude of which was not fully appreciated until the removal of the tea duty in the 
United Kingdom in 1929 brought to an end the preference which Empire tea had 
previously enjoyed. The. duty was restored with an enhanced preference of 2d. 
a pound in April 1932, but had India been excluded, it is not too much to say 
that the consequences to the Indian tea industry must have been disastrous. The 
United Kingdom is by far the largest consumer of tea in the w’orld, and more than 
half its requirements are supplied by Tndia, the value of the retained imports from 
India in 1929 amounting to more than £20 million. But if India bad to face not 
only competition on equal terms from the Dutch East Indies, hut also the competi- 
tion of Ceylon with an advantage of 2d. a pound in the duty, the inevitable result 
must have been a steady decline in the Indian trade and a very grave curtailment 
of production on the tea-growing districts in India. Large numbers of 
labourers employed by the tea gardens w'ould necessarily have been displaced, with 
much consequent hardship and suffering, and in more than one Province the effect 
on the Provincial finances would have been grave. 

24. The danger to be apprehended was most serious and most clearly evident in 
the case of tea. but it was far from l)eing confined to that commodity. It extended 
also to the whole class of oilseeds, to vegetable oils of all kinds, to wheat, to spices 
of many descriptions, to coir and hemp, and to raw' goat skins. In the sphere of 
manufactures the position was somewhat different. India's exports of manufac- 
tured goods to the United Kingdom are confined to a few categories, and direct 
competition from the Colonies was improbable except in respect of coir manufac- 
tures and possibly in the future of tanned hides and skins, while the Dominions were 
serious competitors only in respect of pig-lead. In two directions, however, the 
Indian position was menaced. In the first place the imposition on Indian jute 
mnmiiuetuies and on woollen carpets and rugs of the duties applicable to foreign 
goods of the same classes must have led to an appreciable replacement of Indian 
goods by goods made in the United Kingdom, while the imposition on Indian pig- 
iron and somi-fmisbed steel of the duties levied under the Import Duties Act would 
have completely closed the British markets to these products. For the Inst four or 
five years India has supplied substantial quantities of pig-iron to the United King- 
dom'. and while the trade in semi-finished steel is only in its initial stages, it bolds 
out the promise of important developments in future. We shall recur to this sub- 
ject in a later paragraph. 

25. The other menace to India’s export trade in manufactures appeared from 
a different quarter. The general adoption of n scheme of reciprocal tariff prefer- 
ences could not but lead to the grant of preferences by man)' parts of the Colonial 
Empire 1o the manufactures of the United Kingdom. If India w'ere excluded from 
these preferences, not only would there be some immediate loss of trade, but the 
developments, profitable to India, which might naturally be expected in the future, 
pnilictilar! v in respect of cotton piecegoods, would be rendered impossible. It 
was n mattW of moment to Tndia to establish her position in the Colonial markets, 
and to secure equality of treatment for her products with the products of other parts 
of the Empire. We consider this aspect of the case to bo of great importance when 
a Ion" view' is taken, and the probable trade developments of the coming years are 
token into account. 





26. So far wo liave discussed only the adverse effect.? on India's trade likely 
to result from the grant to other parts of the Empire of preferences from which India 
was excluded. But there h more than this to be said, hi the announcement of 
the 4th February 1032 it was made chair that TIE MajeMy’s Government in the 
United Kingdom reserved to themselves liberty after Ottawa to enter upon negotia- 
tions with non-Empire countries for the conclusion of preferential trade agreements. 
It was a possibility, though perhaps no more than a possibility, that the-e agreements 
might operate to the detriment of India. Thi« consideration wa« less weighty than 
those discussed in earlier paragraphs, hut when all were taken together, it became 
evident that if India declined to participate in the discussions at Ottawa then the 
consequence must bo accepted that India's trade with the other parts of the Empire 
would for the future be carried on under much less favourable conditions than had 
hitherto prevailed. 

27. The appointment of the Indian Delegation to Ottawa wap the result of the 
Government of India's decision that in all the circumstances it was impossible for 
India to stand aloof and that the possibility of concluding a satisfactory trade 
agreement must be fully explored. The primary task of the Delegation was to 
examine with the utmost care the nature and extent of India’s export trade to 
Empire countries, the competition to which it was exposed, the sources from which 
danger was to be apprehended, the value of the preferences which India already 
enjoyed, and the possibility of securing further advantages for India by the grant 
of new and increased preferences both in the United Kingdom and in the various 
parts of the Colonial Empire. Throughout, the object in view was to seek every 
opportunity of safeguarding India’s existing export trade from dangers which might 
be apprehended, of stimulating its recovery from the prevailing depression, and of 
opening out new lines of development to the utmost extent possible. That was 
one side of our work. The other commenced when the time came to discuss the 
proposals put forward by His Majesty’s Government in tbc United Kingdom for 
the grant of tariff preferences by India. It may be useful, we think, if we endea- 
vour to explain the spirit in which we approached tin’s side of our work. 

28. The Indian import tariff is primarily a revenue tariff which imposes a 
moderate uniform rate of duties on all commodities, subject however first to the 
levy of a much higher duty on particular articles, second to exemption from duty or 
admission at low rates of other articles where the national interests require such con- 
cessions, and finally to the imposition of protective duties when it is established that 
the encouragement of these industries is justified in the national interest. The 
higher rates of duty call for no comment ; the exemptions from duty and the low 
rates fall into one or the other of the following categories : 

(1) Commodities of importance to the cultivator, such as agricultural imple- 

ments and manures. 

(2) Particular medicines such as quinine, the wide distribution of winch is 

important from the point of view of health. 

(3) Commodities a duty on which might operate as a tax on knowledge, 

such as printing machinery and appliances. 

(4) Commodities a duty on which might retard a desirable development still 

in its infancy, such as aircraft and radio appliances. 

(6) Commodities a duty on which would impede the development of indus- 
tries, such as power machinery, raw materials and dyes. 

(G) Commodities a duty on which might, appreciably increase the cost of 
railway transport, such ns locomotives and many other classes of 
railway material. 

In each case the exceptional treatment of the articles concerned was based on 
broad grounds of national policy deliberately adopted which, it was Isold, must 
outweigh purely revenue considerations. 

29. It appeared to us that the limits within which the grant of preferences 
might be considered were for the most part fixed by the principles of India’s tariff 
policy outlined above. The classes of article subject to the ordinary rate of dutv, 
or to higher rates, presented no special difficulties, but it was quite otherwise! with 
the commodities on the Free List, and those subject to specially low rates. Here 
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any material departure from the accepted policy could be justified, if at. all, only 
on entirely exceptional grounds. Moreover, in some cases the articles which at 
p ft 5 Ui t par a low rate would normally lie free of duty and have been taxed only 
on account of overriding financial exigencies. The protective duties also stood in a 
rlrt'-s apart. The instructions we received from the Government of India precluded 
the acceptance of any proposal which would have the effect of impairing the 
protection afforded to an Indian industry by an Act of the Indian legislature. 
Two of these Acts, it is true, provide for the imposition of lower rates of duty on 
cotton piece-goods and on certain classes of iron and steel made in the United 
Kingdom than on similar goods made elsewhere. But the duties on iron and steel 
were fixed after a full investigation by the Tariff Board and will come under review 
in the statutory enquiry of 1933. while the duties on cotton piece-goods had already 
been referred to the Board before our negotiations commenced. In both cases thc_ 
lower rales of duty on British goods were adopted not in the interests of the United 
Kingdom but in the interests of India and in pursuance of the policy of Discriminating 
Protection. These rates of duty could not. we were satisfied, become the subject 
of bargaining between ourselves and the British Delegation, and any modification 
in them must, we felt, be postponed until the Government of India had before 
them flic considered recommendations of the Tariff Board. 

30. The field witliin which the grant of preferences could be considered was 
therefore, we held, limited to the classes of commodities which are subject to the 
ordinary or to a higher rate, with the addition, however, of those classes of iron 
and steel which being excluded from the protective scheme have continued to be 
dutiable under Part IV of Schedule of the Indian Tariff Act. Before the policy 
of Discriminating Protection was adopted, most classes of iron and steel were 
subject to duties somewhat below the ordinary rate. In 1924, however, all the 
more important classes became subject to protective duties, and since that date 
the special treatment of the residuum which remained in Part IV has ceased to 
be a matter of real importance. Within the field indicated, we felt that in consi- 
dering the amount of any preference which could be granted due regard must be 
had to the importance of the Customs head as a source of Central Revenues and the 
desirability of keeping the ordinary rate of duty within moderate limits. A 
high rate of preference might necessitate the permanent retention of the duties 
at an undesirably high level if the necessary revenue was to be obtained. 

31. In the foregoing paragraphs we have endeavoured to indicate the consi- 
derations by which we were guided throughout the negotiations. One final consi- 
deration of great importance remains to be mentioned. The scheme of consti- 
tutional reform which has been the subject of discussion between His Majesty's 
Government in the United Kingdom and the representatives of India contem- 
plates the early establishment of a Federal Constitution for a Greater India, includ- 
ing not only British India but the Indian States. We were strongly of opinion 
that India ought not now, when the constitution is in the melting pot, to enter into 
any agreement which would limit the power of the new Government to shape its 
fiscal policy in accordance with its own conception of India’s interests and of its 
place in the British Commonwealth of Nations. If therefore any Trade Agreement 
was to be acceptable to India it must be determinable at the instance of either 
party on due notice given. 



13 


CHAPTER III. 

Tee Trade Agreement. 

32. Our discussions with the British Delegation and their officials commenced 
in London in the latter part, of May, and continued until our depart are for Ottawa 
on the 13th July and during the voyage. They were brought to a successful 
conclusion at Ottawa. It would serve no useful purpose to review the course of the 
negotiations, but we desire to take this opportunity of acknowledging the great 
courtesy and consideration which we received at. all times from the Members of 
the British Delegation and their Advisers. In our discussions with them we made, 
no attempt to disguise the difficulties which had to be faced, but. stated frankly 
the limitations on our freedom of action created by India’s peculiar position and 
the fiscal policy which she had adopted. We were met by an equal frankness on 
their part, and we were deeply impressed by their readiness to appreciate. India's 
point of view and their obvious desire to give the fullest consideration to the pro- 
posals wc put forward on behalf of India. We shall always retain the happiest 

' memories of the discussions in which we were privileged to participate. 

33. The Agreement which was signed on the 20tli August at. Ottawa contains 
fourteen Articles, with eight attached Schedules and is annexed to this Deport 
as Appendix E. Articles 1 to 8 and Schedules A to D contain the undertakings 
given on behalf of His Majesty’s Government in the United Kingdom, and Articles 
10 and 11 and Schedules E and G the undertakings given on behalf of the Govern- 
ment of India. Articles 9 and 12 with Schedules E and II contain the undertakings 
given and received by His Majesty’s Government and the Government of India 
as regards trade between India and tbe Colonial Empire. Articles 13 and 14 
are reciprocal and concern both Governments. It will be desirable, wc think, 
that before we review the Agreement and its effect on Indian trade, we should 
state clearly what its provisions are. It will be convenient to take first, tbe under- 
takings given by the United Kingdom. 

34. Under various Acts of Parliament passed from time to time Indian goods 
of certain classes (such as tea, coffee and tobacco) are liable to duty on entry into tbe 
United Kingdom, and under tbe Import Duties Act all other classes of Indian goods — 
except those specified in Schedule I of that Act which are free of duty irrespective 
of their origin — become liable to duty on the loth November 1932, unless before 
that date an Order in Council is made' continuing the exemption from duty. The 
liability to duty of Indian goods under the earlier Acts is not affected by the Agree- 
ment, but Article I guarantees the continuance after the loth November of free entry 
for Indian goods which would otherwise he liable to duty under the Import Duties 
Act, Article 4 guarantees the maintenance of the existing margin of preference now 
enjoyed by the Indian goods included in Schedule C over similar foreign goods, 
whether that margin owes its origin to the earlier Acts or to the Import Duties Act, 
while Articles 2 and 3 provide for the grant of new or increased preferences in respect 
of the Indian goods included in Schedules A nndB. Article 4 also provides that, 
if a greater preference is accorded to goods of the kinds specified in Schedule 0 
originating in any oilier part of the Empire, such greater preference shall also be 
extended to India. The effect of these Articles taken together is as follows. In so 
far as the goods receiving preferential treatment are dutiable under the earlier Acts, 
it is only the margin of preference which is guaranteed, and His Majesty's Govern- 
ment in the United Kingdom retains complete liberty to modify the rates of duty, 
so long os the difference between the duty on Indian goods and the duty on foreign 
goods is maintained, and so long as no other part of the Empire enjoys a larger 
preference than India. If, however, the goods are liable to duty under the Import 
Duties Act the position is different. So long as the Agreement remains in force, 
the duties applicable to foreign goods of the classes specified in Schedule C cannot be 
reduced, for the effect would be to decrease the margin of preference accorded to 
Indian goods. It is, however, open to His Majesty’s Government in the United 
Kingdom to reduce the duties on goods not included in either Schedule A or 
Schedule C. Finally, since Indian goods are guaranteed free entry, any increase in 
the duties will, whether the goods arc scheduled or not, automatically increase to 
the same extent the margin of preference actually enjoyed. 

35. Articles 5 and G contain special provisions applicable to certain commodi- 
ties. Article 5 makes it possible to remove the duties on wheat in grain or lead if 
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flie Empire producers’ fail to supply either commodity in sufficient quantities at 
world prices. The Empire is a large exporter on balance of both commodities, and 
it would not be reasonable that Empire producers should take advantage of the pre- 
ference to charge a higher price to consumers in the United Kingdom than they 
charge to consumers elsewhere. Article G relates to tobacco and is the only instance 
in the Agreement of a preference specifically settled for a long term of years. An 
identical Article appears in each of the Agreements between the United Kingdom 
and the other tobacco-producing countries of the Empire. The tariff preference 
on Empire tobacco was first accorded in 1910 and was increased to the present rate 
of 2s. Old. per lb. in July 1925. Under the Finance Act of 192G the preference was 
stabilised at this rate for a period of fen years terminating on 31st. July 1936. and 
by Article G of the Agreement this period has been extended to 1942— ten vears 
from the date of the Agreement : but in this case His Majesty's Government have 
reserved to themselves liberty to reduce the duty below 2s. 0 Id. a lb., in which case 
the preference would be the full amount of the duty. As the duty on foreign tobacco 
is at present 14s. a pound, a reduction to less than 2s. a pound does not at present 
appear probable. 

3G. Article 7 provides for exemption from duty under the Import Duties Act 
irrespective of origin of certain commodities in which India is interested, and Article 
8 contains a special provision relating to raw cotton. Both articles are discussed in 
subsequent paragraphs of this Report. Tt will be convenient also to defer to a later 
stage consideration of Articles 9 and 12, which contain the provisions for the ex- 
change of tariff preferences between India and the Colonial Empire. 

37. Articles 10 and 11 contain the undertaldngs given on behalf of the Govern- 
ment of India. Article 10 provides for the grant of preference to United Kingdom 
goods of the lands specified in .Schedule F. The margin of preference is V, per cent, 
in the case of motor vehicles and 10 per cent, in the case of all other commodities 
specified in this Schedule. Article 11 provides that the Government of India will 
consider in the light of the findings of the Tariff Board the duties to be imposed on 
goods of cotton and artificial silk according as they are produced in the United King- 
dom or elsewhere, and provides further for the grant of a 10 per cent, preference on 
the goods of cotton, silk or artificial silk specified in Schedule G if, when the recom- 
mendations of the Tariff Board have been considered, protective duties are not im- 
posed upon them. It may be well to explain the reasons why we felt it impossible to 
include in Schedule F the goods separately listed in Schedule G. In principle there 
is no objection to a preference on textile goods which are not subject to protective 
duties, but we felt it would not be right to commit the Government of India finally 
until the Report of the Tariff Board had been received and considered. To attempt 
to anticipate their findings as regards particular classes of goods made of cotton or 
artificial silk would clearly be wrong, and although no question about the duties on 
silk goods lias been referred to the Board, it was impossible to overlook the fact 
that the duties on silk and artificial silk were equalised only a year ago, and to alter 
the duties on silk goods while leaving those on artificial silk goods unchanged would 
lead to undesirable complications. It was for these reasons that the whole class of 
goods made from cotton, silk and artificial silk seemed to ns to require separate 
treatment. 

3S. Both in Article 10 and Article 11 what is guaranteed is the margin 
of preference, and the Government of India retain complete liberty to give 
the preference cither by increasing the duty on foreign goods or by reducing 
the duty on United Kingdom goods or by a combination of both methods. In 
view of the importance of the Customs head as a source of Central Revenues 
the financial embarrassment of the Government, and the extremely disturbed 
economic condition of the world generally, it was out of the question to agree 
to the stabilisation of the duties at any particular level or to the admission 
of United Kingdom goods either free of duty or subject to a specified ra to of 
duty, for the rates can only be fixed after due consideration has been given to 
the expenditure which the Government are likely to incur in any particular 
year, and the probable volume of imports, and as things stand to-day both 
factors are subject to wide fluctuations. The British Government also retain 
under the Agreement complete freedom as regards these older duties, which are 
already an integral part of their revenue system, and it is only in respect of the new 
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duties under the Import Duties Act that free entry is guaranteed to Indian goods. 
No similar concession could be made by India, lor the Customs Revenue is the* 
mainstay of Central Finance, and there is nothing in the Indian system correspond- 
ing to the new British duties, which in fact have never been levied upon Empire 
produce. The revenue given up by the continuance of free entry, therefore, is 
revenue which has never been collected. 

39. We would invite special attention to the prefatory Note to Schedule F 
and to the notes placed against items 1 to 3. HO. 00 , 74, 142 and 143 of the same 
Schedule. These notes exclude from the operation of the preference all goods 
which are at present free of duty, or dutiable under Parts II. Ill and IV of Schedule 
II of the Indian Tariff Act at specialty low rates, or dutiable under the entries 
applicable to cotton, silk or artificial silk, or subject to protective duties under 
Part YII. It is in this way that we have been able to attain the object which from 
the outset we set before us, vis., that, if an Agreement was made, the preferences given 
should not involve a departure from the established principles of Indian Tariff 
policy. It may be well, however, if we explain in a little more detail how the Agree- 
ment affects the protected industries. The. two principal protected industries arc 
cotton and iron and steel. In both cases, so far as the commodities subject to pro- 
tective duties are concerned, it will rest with the Government, of India to decide, 
after the findings of the Tariff Board have been considered, whether, and if so to 
what extent, the proposals placed before the Legislature should provide for lower 
duties on United Kingdom goods than oil similar foreign goods. The decision will 
depend on the degree of protection required by the Indian industry in each case, 
and the Agreement makes no stipulation on that subject. Commodities which 
are the products of a protected industry but are not subject to protective duties at 
present (and this applies to other protected industries besides cotton and iron and 
steel) are not excluded from the preference, but if at anytime it is desired to bring 
new commodities within the protective scheme, it will he open to the Government 
of India to give notice under Article 14 of a variation in the Agreement and in this 
way to bring about the desired result. 

40. Articles 1, 3, (5, 10 and 12 all provide that the preference shall extend to 
goods “ which comply with the laws and statutory regulations for the time being 
in force defining Empire goods for the purpose of Customs Duties. ’’ This raises 
the question of Empire content which was discussed at Ottawa with the object of 
attaining greater uniformity (vide Chapter VII), but about which it was found im- 
possible to reach agreement. In the United Kingdom the necessary laws and re- 
gulations have already been made, but in India the question is a new one, and it 
will be necessary to legislate on the subject. It is true that Notifications issued by 
the Government of India in tire exercise of statutory powers define what are to be 
considered iron or steel goods or cotton cloth of British manufacture. But the 
"condition imposed by these Notifications is not a percentage of Empire content, 
whether in respect of labour or material, but the carrying out of all processes of 
manufacture, after a certain stage has been reached, in the United Kingdom ; and 
while a condition of this kind is perfectly suitable when the object in view is not to 
tax a commodity more highly than is required for the protection of a domestic 
industry, it is neither appropriate nor practicable when a wide range of commodities 
is in question, and when the difference in the rates of duty is the result of an ex- 
change of preferences between two countries. It would obviously be impossible to 
fix for each of the 1C3 classes of commodities specified in Schedule F a stage of 
manufacture all processes subsequent to wliicli must be carried out in the United 
Kingdom. It will be necessary, therefore, for the Government of India to make new 
regulations which should, we think, be based generally on the model of those already 
adopted by the United Kingdom and the Dominions. In fixing the percentage to 
be required and in deciding whether the cost of labour and material incurred in 
any part of the Empire shall be taken into account, or only such costs as are in- 
curred in those parts of the Empire with which India lias entered into a Trade 
Agreement, the Government of India have an entirely free hand. This is a matter 
to which we shall recur in Chapter YII. 

41. To complete our examination of the Agreement it is necessary to refer 
briefly to Articles 13 and 14. Article 13 is undeniably important, but docs not call 
for detailed comment at this stage. It reaffirms on behalf of His Majesty’s Gov- 
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eminent their established policy of extending to India tariff preferences accorded to 
anv Dominion and contains a reciprocal undertaking by India to act in the same. 'way. 
Article 14 empowers either part}' to the Agreement to give six months’ notice of its 
denunciation, and also provides that notice may be given by either party of changes 
desired in the Agreement. In the latter case the proposed changes will become 
matters of mutual consultation, and if by the end of six months agreement is not 
reached, the party desiring the changes may give six months’ notice of its intention 
to make them, and they will come into force at the end of that period. The im- 
portance of the latter provision on occasions when it is proposed to make new com- 
modities subject to protective duties has already been noticed in paragraph 39, and 
it is clear that Die Agreement cannot operate as a bar to India’s industrial progress. 
The first part of the Article, on the other hand, leaves complete freedom to the new 
Government of Federal India to determine its fiscal policy according to its own 
judgment. As we have explained in paragraph 31, we regard this point as one of 
cardinal importance and we are glad that His Majesty's Government in the United 
Kingdom found it possible to meet us so completely. 
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CHAPTER IV, 

The Schedules to the Trade Agreement. 

42. In the last chapter we have described the Trade Agreement on its more 
technical side and explained the effect of its provisions. It. remains that we should 
examine in more detail the classes of goods included in the various Schedules, and it 
will he convenient to begin with Schedules F and G. i.r., the preferences given by 
India to the United Kingdom. Schedule F contains 103 separate items, and was 
framed on the basis of the classification in the Indian Trade Returns. It does not 
readily submit to summarisation, but the following Tabic {Table 1) classifies the 
various items under the main heads : — 

TABLE I. 

Imports from the United Kingdom into India in 1920-30 of Goods of the 


Classes specified in Schedules F and G. 



Schedule F . — 



ralucTOOO. 

Food and drink . . 


• « 

1,393 

Oils 


« • 

229 

Building and Engineering materials . . 



■101 

Chemicals (unprotected) 



93G 

Drugs and Medicines 


• • 

5S3 

Cutler}' and Hardware 


• • 

1,321 

Instruments, apparatus and appliances 


* • 

1,385 

Iron and steel (unprotected) 


• » 

1,701 

Other metals 


• • 

931 

Paints and Painters’ Materials 


• • 

518 

Paper and Stationery (unprotected) . . 


• • 

713 

Rubber Manufactures 


• • 

834 

Wool and Woollen Manufactures 


% • 

915 

Vehicles other than motor vehicles . . 



7G3 

Motor vehicles 



1,097 

Miscellaneous Manufactures 



1,720 

Machinery 

Electric Wires and Cables . . 

‘*j* sa y 


750 


Total 

•• 

10,351 

Schedule G . — 




Apparel .. 

. . 

• . 

422 

Haberdashery and Millinery 

. . 

• * 

101 

Cotton goods in Schedule G 

. . 

• . 

380 

Silk and Artificial Silk 

•• 

•• 

71 


Total 

•• 

1,070 

' Total Schedule F 

. , 

, , 

10,353 

Total Schedule G 

•• 

•• 

1,070 


Total 

• 

17,121 
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In this Table the values of the imports from the United Kin gdom in 1929-30 
have been given, that, being the last, year before the depression in trade became 
acute. The value of the imports falling under the general description, articles of 
food and drink, is £l -4 million, the principal items being ale and beer and canned 
and bottled provisions. Under the general heading, raw materials and articles 
mainly unmanufactured, oils of various kinds account for less than a quarter of n 
million pounds, and the whole of the balance, as was to he expected, is included in 
the category of art icles wholly or mainly manufactured. The total value in 1 929-30 
of goods imported from the United Kingdom of the classes specified in Schedulo 
F is about £] G-4 millions. A word of warning is necessary, however, as regards the 
figures. In the first place the acute economic depression now prevailing and the 
uncertainty of future developments make it extraordinarily difficult to determine 
what values may fairly be taken as noimal, and tbe actual values in 1931-32 were 
much smaller. In the second place, the classification in the Trade Returns does 
not always coincide with the classification in the Tariff Schedule and, to take con- 
crete examples, we have found it impossible to ascertain accurately the value of 
the mnchineiy and electric wire and cables dutiable under Pari V of the Tariff 
Schedule. In some eases, therefore, the figures are approximate. Moreover, the 
value of the preferences cannot he assessed merely by applying the percentage of 7 1 
to the recorded value of the imports of motor vehicles and of 10 to the remainder. 
This is so. not only because the regulations regarding Empire content might 
exclude from preference part of the imports, hut mainly because the Trade Returng 
do not attempt to classify imports according to origin but only according to tile 
count ry from which they were imported. Tn view of the large entrepot trade of 
the United Kingdom, the value of the imports from that source must ordinarily be 
greater than tiro value of the imports actually manufactured in the United Kingdom. 
We are satisfied that the figure of £16*4 millions — the total of Schedule F of Table I — 
is a maximum figme and that the value of the imports which would have enjoyed 
the benefit of the preference in the year 1029-30. had the Agreement been then in 
force, would have been somewhat smaller. The value of the inrpor ts of the textile 
goods of the classes specified in Schedule G imported from the United Kingdom in 
] 929-30 was £l • 1 million. This figure includes the whole value of the goods shown 
in the Trade Returns as apparel and haberdashery and millinery, which ought in 
fact to be divided between Schedule F and Schedule G according as the articles are 
du< iable as apparel or as silk and artificial silk. It is rrot possible, however, to make 
the apportionment, and the simplest course seems to be to treat the whole of the 
imports under these heads as falling under Schedule C4. The total value of the 
imports from the United Kingdom in 1929-30 of goods of the kinds specified in 
Schedules F and G may he taken as £l 7 * 4 millions. 

43. We turn now to Schedules A to 1), which specify the goods covered by the 
various undertakings of His Majesty’s Government in the United Kingdom, and we 
propose to preface our detailed examination of these Schedules by certain obser- 
vations of a general character. A large part of wliat India exports to the United 
Kingdom consists of raw materials of industry, and where that is the case the 
question of preferences is not free fxom difficulty. The importing country has 
always to consider the interests of its own manufacturers, and must naturally be 
reluctant to impose duties which would increase their costs, more particularly 
when the finished products of indust ry are ultimately exported to foreign markets. 
Indian industries make such large use of indigenous materials that the question 
of (he free entry of raw materials has not received great prominence, though in a 
few cases, such as sulphur and unwrought zinc, its importance has been realised. 
The emphasis has rather been laid on cheap machinery, for India utilises its own 
raw products and imports its machinery. In the United Kingdom, however, the 
position is reversed, for she makes her own machinery and imports her materials. 
Broad considerations of national policy may in her case make duties on certain 
materials inadmissible for reasons precisely analogous to those which have been 
held to necessitate the free entry of machinery into India, or at least its admission 
at the lowest rate of duty which is financially possible. These are the difficulties 
on the side of the importing country. But in certain eases the exporting country 
ai-o may find that little or no advantage can accrue from a preference. It may, for 
example, possess {as India in a few cases does) what amounts to a monopoly of 
a particular material, and it ri obvious that, when this is so, a preference in the 
imjiorting country must lie nugatory ; or again, when the preference :.s accorded 
to several countries and their aggregate exports to the importing country already 
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constitute a large proportion of its requirements, (lie preference cannot do much to 
extend the- market for the produce of any of the countries concerned. These 
considerations .are of some importance when India's exports to tie- Huted Kimr- 
dom come under review. 

44. We propose to discuss first the goods specified in Schedule 1). If wax at 
our request that ITis Majesty's Government in the United Kingdom agreed that 
these commodities should be exempted from duty under the Import Duties Act. 
irrespective of the country of origin, and it is desirable that we should explain 
clearly the considerations which influenced us. The clearest case of all is raw jute. 
Here India possesses what is practically a monopoly, and the only competition is in 
an indirect form, namely the use of manufactures of other substances as substitute 
for jute goods. India’s sole interest is to secure for her product the freest possible 
sale in the widest possible market. The duty on foreign jute imported into the 
United Kingdom is of no practical advantage to India, and may even, for reasons 
explained in paragraph 40, operate a* an impediment to the trade in Indian jute. 
Wo had no doubt whatever that jute should he transferred to the Free List. 

45. It will be convenient to take next ‘ Crotahria juncra and any other varieties 
of Indian hemp which can lie distinguished Here India has no sort of monopoly 
and her hemp is sold in competition with that of other countries, the principal 
competitor being Cannabis Saliva (European or true hemp). Cannabis Salim is 
included in Schedule I of the Import Duties Act, and is therefore exempt from duty, 
but. all other kinds of hemp, including Indian hemp, are subject to a duty of JO 
per cent, ad valorem when produced by a non-Empire country. Practically, there- 
fore, the duty on Indian hemp imported from foreign countries is of no value as a 
preference so long as the principal competitor is on the Free List. We should 
have been glad if it had been found possible to make the preference effective 
by imposing a duty on Cannabis Salim , but the practical difficulties proved to be 
insuperable. The Russian typo of European hemp (which is imported into England 
from several Continental countries) definitely competes with Indian hemp for rope 
manufacture, but the principal import of Continental soft hemp into the United 
Kingdom consists of Italian hemp, much of which is used for spinning— for the 
production of fabrics — and not for ropes or cordage, and is thus mainly non-com- 
petitive. Exact statistics are not obtainable, but the approximate quantity of 
the competing European hemp imported into the United Kingdom in 1929 was 
4,500 tons, as against about G,750 tons of Italian hemp, mainly non-competit ive. 
If practical means could have been devised of distinguishing between the two 
qualities of Cannabis Saliva — one of them competitive and the other not— duty 
might have been imposed by the United Kingdom on the competing quality. Tt 
was not found possible, however, to frame a suitable formula or definition. 

40. The position as regards hemp was found unsatisfactory in another respect. 
Two conditions arc required for the free entry into the United Kingdom of natural 
products of Empire origin, namely : — 

(1) Proof that the commodity is in fact, of Empire origin, and 

(2) Consignment, on a through Bill of Lading from an Empire country. 

A practice has grown up by which stocks of Indian hemp (and the same is true of 
raw jute and mica) are held at such Continental centres ns Antwerp. Hamburg and 
Bremen. These stocks are sometimes held on consignment at the Indian ex- 
porters* charge, and cheap storage facilities, coupled in the care of hemp with the 
larger demand on the Continent for certain types, have led to an entrepot trade of 
some importance. The result of the passing of the Import Duties Act has been 
that when London draws on the Continental stocks the Indian goods entering the 
United Kingdom have to pay duty because they are not consigned on a through 
Bill of Lading. In effect. Therefore, the preference in such cases is of no practical 
benefit, hut is, indeed, an actual impediment to the free sale of the Indian product. 
Irrespective of the fact that IHs .Majesty’s Government in the United Kingdom 
could not see their way to impose a duty on Cannabis Saliva, we were satisfied 
that, it was eminently desirable to secure the removal of the duty on Crolnlarin 
Jvncca and other varieties of Indian hemp. 

»2 
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47. The other commodities specified in Schedule D may ho noticed more 
briefly. 

Mien . — India supplies about 80 per cent, of the United Kingdom requirements 
and other Empire countries about 1 0 per cent. The imports of mica of foreign origin 
must be less than the remaining 10 per cent., since imports of Indian mica from 
Continental stocks would be classified in the British Trade Returns as imports 
from the country from which the stocks were drawn. It was clear that the pre- 
ference was of little value and in so far as the entrepot trade was hampered it was 
contrary to Indian interest. 

Tmc . — India lias no dangerous rival in the production of this commodity and 
the duty on foreign lac can do very little to assist her trade. If it had any effect 
at all in the way of raising the price of lac in the United Kingdom it would be 
positively mischievous, for lac is exposed to the keenest competition from synthe- 
tic substitutes. We were clearly of opinion that the best course in India’s inte- 
rests was that lac should be free of duty, irrespective of origin, while the 
synthetic substitutes in so far as they are imported into, and not made in, the 
United Kingdom — should remain subject to duty. 

Myrabolams . — In this case India lias a practical monopoly, more than 99 per 
cent, of the United Kingdom’s requirements being supplied by her. The prefer- 
ence can therefore do nothing to extend the market for the Indian product. On 
the other hand, there are many other tanning materials with which it is in compe- 
tition. In our view it is best that myrabolams, as such, should he exempted from 
duty while the competing materials remain dutiable. 

Broken rice . — The reason for securing exemption from duty, irrespective of 
origin, for this commodity, is that it is used both for the manufacture of starch 
farina and as a feeding stuff for domestic animals. In both respects it competes 
directly with a wide range of substitutes. Enquiry showed that the supply of 
broken' rice from Burma was not unlimited, and that the duty on foreign rice might 
produce a rise in prices which would entail a contraction in the demand. We 
considered it desirable that the duty should be .removed. 

Table II shows the value of the imports into the United Kingdom from India 
of the goods specified in Schedule D. 

TABLE II. 


Commodity. Value of Imports into the 

United Kingdom from 
India in 1929. 


£000 

Lac .. 1,390 

Raw .Tide .. .. .. .. .. .. 6,413 

Myrabolams . . . . . . . . . . . . 249 

Broken Rice .. .. .. .. .. .. 175 

Mica .. .. .. .. .. .. 328 

Indian Hemp. . .. .. .. .. .. 127 

Total . . 8,088 


4S. The most important of all India’s export commodities is raw cotton and 
throughout the negotiations we lost no opportunity of making clear our view* that 
all possible steps ought to be taken to promote its sale in the United Kingdom 
In the five years from 1926 to 1930 India exported on an average 028,000 tons of 
cotton a year, but only 0 percent, was consigned to the United Kingdom, while the 
United Kingdom imported 529.000 tons a year, but only 7.1 per cent, of this quan- 
tity was Indian cotton. The root cause of this disparity is well, known. The great 
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bulk of flu* Indian cotton crop is of short staple, whereas the La nr, 1 shire industry 
has specialised more and more in the finer qualities of goods, for which long staple 
cotton is required. It is also true that by far the, greater port ion of India’s require' 
ments of cloth for which Indian cotton is suitable is manufactured in India itself. 
On the other hand, Lancashire makes cotton picccgoods for other markets besides 
India, the piecegoods imported info India from other countries nre largely made 
from Indian cotton, and every year the quantity of longer staple cotton grown in 
India suitable for Lancashire use tends to increase. Discussions with the United 
Kingdom cotton trade representatives at Ottawa showed it to be common ground 
that the improvement in Indian cotton growing during recent years has made it 
practicable for English spinners touse substantially larger quantities of Indian 
cotton than hitherto, and that such a development would be of mutnolbenefit to 
both countries. No special technical difficulties militate against an increased use 
of Indian cotton in Lancashire, and in the last few years the quantities purchased 
have shown an increase. In these circumstances we raised the question of 
a duty on foreign cotton in the United Kingdom but the British Delegation made 
it plain to us that they could not entertain this suggestion, and that, the interests 
of their own industry placed it out of court. We have no reason to complain 
of this attitude, for the importance of cheap raw materials to a great industry, 
more particularly when it is mainly dependent on its export markets, is obvious ; 
and indeed, when the question of the permanent retention of a duty on machinery 
in India, with a preference to the United Kingdom, was raised from the British 
side, the position we ourselves felt compelled to take up was not dissimilar. In 
both, cases the interests of domestic industries were held to be paramount. 

49. When a duty on foreign cotton imported into the United Kingdom was 
found to be impossible there still remained the question whether the increased use of 
Indian cotton by the spinners of the United Kingdom could be stimulated by oilier 
methods. It is the best Indian cottons — particularly the newer ‘ growl lis ' of me- 
dium stapled cottons — which are most suited to Lancashire requirements, and the 
United Kingdom cotton trade representatives stated that, although the use of Indian 
cotton in Lancashire was undoubtedly spreading, the better types of Indian cotton 
are not widely known in Lancashire, and that in buying Indian cotton the Lanca- 
shire spinner is hampered by a lack of market facilities of the kind which lie is 
accustomed to obtain when buying American or Egyptian cotton. Proposals were 
put forward for an organisation, on which the United Kingdom Cotton Trade 
Associations and the Indian Central Cotton Committee would be represented, the 
functions of which would be to bring the Lancashire spinner into closer touch with 
Indian sources of supply, aud to arrange for the interchange of information and for 
such technical and commercial assistance as might be needed. We considered 
cotton research to be adequately provided for already by the Indian Central Cotton 
Committee and by the British Cotton Industry Research Association, and that, 
while the United Kingdom cotton trade organisations must be the judges of what 
further propaganda is needed amongst Lancashire spinners in order to popularise 
Indian cotton, the removal of such marketing difficulties ns exist is more important* 
Considerable advantage should be derived from any organisation which would en- 
sure the presence, at ail times, in Lancashire of stocks of Indian cotton large enough 
to meet spinners' requirements promptly and to afford an adequate selection ; 
stocks of the desired size and variety are unlikely to be earned by purely commer- 
cial concerns until the demand for Indian cotton in Lancashire is both larger and 
more certain than at present. No difficulty would be met with by an organisation 
of tlie type proposed in furnishing United Kingdom spinners with full information 
about tlie quality and supply of the various Indian cottons. The results of our dis- 
cussions at Ottawa were to be placed before the various Cotton Trade Associations 
of the United Kingdom on their return in order that a definite scheme might be 
prepared. In a report published on their return from Ottawa, the United Kingdom 
cotton trade representatives emphasise the importance of increasing Lancashire’s 
consumption of Indian cotton, and refer to early arrangements for placing their 
proposals before the trade in detail. In Article 8 of the Agreement, His Majesty's 
Government promise their co-operation in any practicable scheme on these lfivs ; it is 
unnecessary t o emphasise the potential value of this provision. A wider market for 
the improved types of Indian cotton would be of real value to the Indian cotton 
grower and would do much to encourage the development of cotton growing in 
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India on Found lines with properly balanced production of the different types and 
staple?. With the increased area available for the production of medium staple 
cotton as a result of the completion of the Lloyd Barrage Canal scheme in Sind this 
is a matter of great importance. 


50. Another very important Indian export commodity is manganese. During 
the five years 1026 to 1930 India exported 600.000 tons on the average, while the 
United Kingdom imported 200,000 tons a year, so that the Indian trade is largely 
dependent on the Continental markets, and in these the competition of low-grade 
Kutsian ore has in recent years become very severe. In the United Kingdom, how- 
ever, Indian manganese still retains its predominance, the supplies from India 
amounting to S3 percent, of the quantity imported from 1926 to 1930. The 
higher grade of the ore makes it suitable for the steel manufacturing processes maim 
lv in use, in the United Kingdom, and it is because other processes are often used 
on the Continent that the low-grade ore has found favour there. We made special 
enquiries to ascertain whether the reorganisation contemplated in the British iron 
and steel industry might lead to the adoption of processes involving a larger use of 
the low-grade ore. but the assurances we received satisfied us that this was unlikely. 
Manganese, being a raw materia! of industry, is free of duty in the United Kingdom 
and not included in any of the Schedules to the Agreement. Wc thought it worth 
while, however, to mention it here, because the Indian production lias already di- 
minished considerably under the pressure of foreign competition and if India’s posi- 
tion in the United Kingdom market were ever threatened, it might be necessary to 
take the matter up again. The imports of foreign ore into the United Kingdom 
should, we think, he kept under observation. 

51 . It is not necessary to discuss in much detail the goods specified in Schedule 
C, on which the maintenance of the existing margin of preference is guaranteed. In 
all cases, with the exception of tobacco and tea, the preferences originated with the 
Import Duties Act, and are the result of the new policy adopted by His Majesty’s 
Government in the United Kingdom. In some cases, such as coir manufactures, 
tanned hides and skins, jute manufactures, teak, castor seed, tea and groundnuts, 
while there may be some expansion of the demand for Indian products, the chief 
importance of the preference is that it secures the trade against actual or potential 
competition and ensures the maintenance of the position which India has already 
acquired in the United Kingdom markets. In other cases, such as oilseed 
cake and meal, paraffin wax. hardwoods other than teak, and woollen 
carpets and rugs, there is more room for development, and the effect of the prefer- 
ence should he a gradual increase in the demand for Indian products. Three of the 
commodities in this Schedule, namely magnesite, sandalwood oil, granite setts 
and kerbs, were specially brought to our notice by producers in the Indian States, 
and we hope that the preferences now guaranteed will be of benefit to the States 
concerned. The preference on granite setts and kerbs is of special interest as it 
maj* possibly load to the development of a new trade. The value of the imports 
from India into the United Kingdom of the goods specified in Schedule C is shown 
in Table HI. It amounts to £.'!8| million, the largest single item being tea, which 
accounts for £20 million. The margins of preference arc also shown in the Table. 
In most cases it is 10 per cent, ad valorem, but on cotton and jute manufactures 
and woollen carpets and rugs it is 20 per cent. The margin of preference on tea is 
2d. a pound, on unmanufactured tobacco 2s. 0 Id. a pound and on cigars 3s. 10fd 
a pound. 

TABLE III. 


Commodity. 


T.-a 

Coir yam 

(loir mats anil matt ing 
Cotton vam 
Cotton nnumfatnirc'- 

I.eather utulre--*-i. Hides (other than for sole bather) 
Do. hkitir 

Jute ttwtsufisrturv 
Otkocti cake ami meal 


Value of trade 
in J 929. 

£ 000. 
20,083 
019 
•138 
12 
189 
2.337 
2,755 
2,798 
1,100 


Preference. 


*2 d. per IP. 

10 per cent 
20 „ 

„ 

20 

10 .. 

10 „ 

20 „ 

10 .. 
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TABLE UI~<m/d. 





Value of trade 

Preference. 

Commodity. 



in 1929, 





£000. 


Spices 

. . 

• • . , 

1,322 

1 0 p , 'ref'i.t. 

Teak (hewn and sawn) , . 

, « 


965 

10 „ 

Other hardwoods (hewn and sawn) 


80 

10 

Woollen carpets and rugs 



546 

20 „ 

Bran and pollards 



o 

10 „ 

Kice meal and dust 



1,38S 

10 „ 

Lead 



1.216 

10 

Tobacco, unmanufactured 



335 

f2?. 0b/, per lb 

Tobacco, manufactured — cigars 



13 

t 3«. 

Castor seed 



510 

10 percent. 

Magnesite 



5 

10 „ 

Sandalwood oil . . 



S9 

10 , 

Granite setts and kerbs . . 



(new trade) 

15 ., 

Groundnuts 

-- 

.. 

1,456 

10 ., 



Total 

33,264 


* Volume of trade in 1929 — 

307 

million lbs. 



t Volume of trade in 1929 = 

9 

million lbs. 



X Volume of trade in 1 929 = 

49 

thousand lbs. 




52. As lias already been explained, Indian goods otherwise liable to duty under 
the Import Duties Act have been guaranteed free entry into the United Kingdom 
by Article 1 of the Agreement. It follows that, so long as the United Kingdom 
retains a duty on imports from foreign countries of those classes of goods imported 
from India which are not specified in any of the Schedules, India will in fact rorcive 
a preference. The most important classes of goods in this category appear to be 
barley, pulses and miscellaneous foodgrains, manure and bones, raw goat skins 
and asbestos, and the value of such goods imported into the United Kingdom from 
India in 1929, as nearly as can be ascertained, is £1^ million. The total value of 
the goods imported from India into the United Kingdom in 1029, which if the 
Agreement had been in force in that year would have received a preference, is ns 


follows : — 

£ 00 ( 1 . 

Schedule A . . . . . . . . . . . . 2,093 

Schedule B .. .. .. .. .. .. 108 

Schedule C . . . . . . . . . . . . 38,261 

Unscheduled .. .. .. .. .. .. 1,313 


Total .. 4 1 ,808 


The total is about two-thirds of the value of all goods imported from India into the. 
United Kingdom in 1929. 

53. Schedules A and B specify six classes of goods on which the Agreement 
secures for India new or increased preferences. Three of them need only 
he noticed briefly. The preference of 2s. a quarter on wheat is one in which 1 he 
Dominions are much more vitally interested, as things are to-day. than India can 
he, so long as her exports Temain negligible in amount and the present level of world 
prices continues. But it is a matter of real concern to India that she should not be 
left out of any arrangement connected with wheat into which the Dominions and 
the United Kingdom may enter, and the preference may be of appreciable value to 
her when the most recent, irrigation schemes, and particularly the Sukkur Barrauc, 
bring about, as they are expected to do, a substantial increase in India’s wheat 
acreage. Another commodify of greater importance to certain Dominions and 
Colonies than to India is coffee. Here, however, the Indian production is large!} 
dependent on the export demand, and since the United Kingdom consumes nnarh 
three times as much coffee as India exports, an increase in the preference U likely 
to result in a larger demand for Indian coffee. The exist inc preference of 2s. 4-i, 
a cwt., which has been in force since 1919, has been of some value, but even at the 
present low level of prices it only amounts to 11 per cent, ad valorem, and for the 
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five years 192G to 1930 only 45 per cent, of the United Kingdom’s requirements 
were supplied by Empire coffee, and India’s share was only Si per cent. The 
preference vs ill now be increased to 9s. 4d. a cwt., and as most of the foreign coffee 
imported into the United Kingdom is of the mild type and similar to good quality 
Indian coffee, it is reasonable to expect that the consumption of Indian coffee in the 
United Kingdom will increase substantially. The State of Mysore is greatly inter- 
ested in the production of coffee, and we hope that the preference now obtained will 
be of benefit to this State in particular, as well as to the coffee-growing areas in 
British India. The third Indian product which may be noticed here is magnesium 
chloride, which is produced in one of the salt areas in Kathiawar. The new duty 
to he imposed on magnesium chloride imported from foreign sources is Is. an hun- 
dredweight. and from the information supplied to us by the producers in India, 
it seems probable that the preference will enable them to supply part of the require- 
ments of the British market. 

54. The most important of the new preferences is that on linseed, on which 
a duty of 10 per cent, is to be imposed in the United Kingdom. Linseed is a pro- 
minent constituent of one of the most important groups of Indian exports — the 
oilseeds. In recent years Indian exports of linseed have shown a declining tendency 
and have never recovered their pre-war volume. During the quinquennium 1926 to 
1930 the average imports of the United Kingdom amounted to 314,000 tons a year, 
while during the same period India’s exports averaged 215,000 tons a year, one- 
quarter of which was taken by the United Kingdom. Itis obvious that in these cir- 
cumstances the United Kingdom is in a position to absorb a much larger quantity 
of linseed than India exports and the new preference should lead to a marked in- 
crease in India's output of this class of oilseed. It does not appear that the decline 
in Indian production has been brought about by any factor other than waning de- 
mand, and the fact that Indian linseed production reached 533,000 tons in 1922-23 
as compared with 257.000 tons in 1930-31 shows that there is considerable room for 
expansion. Indeed, with the fall in the prices of cereals and cotton, there is abun- 
dant scope for a substantial increase of production in several Indian provinces. An 
enlargement of the area under linseed in India by two million acres (representing an 
additional production of at least 250,000 tons) should not be difficult of attain- 
ment in a year or two in response to an increased demand. It appears to us that 
from the Indian point of view the preference is of great importance to agriculture 
and ought to lead to a substantial increase in Indian exports. 

55. The United Kingdom is a large bu\'er of linseed — the oil being required for 
industrial purposes and t he cake as a feeding stuff — and at present she draws by far 
the larger portion of her supplies from the Argentine. The price at which her in- 
dustrialists and faimers can obtain these commodities is of course a matter of 
great importance to her, and it would be idle to hope that the preference could 
be of long continuance unless Indian production increases in proportion to the in- 
creased demand. The extraordinary elasticity of Indian-agricultural production 
in response to variations in world demand lends us to believe that India can without 
difficulty meet a very large part of the United Kingdom’s requirements, but the 
matter is of such importance that we think the attention of the Agricultural Depart- 
ments in the Provinces should be specially drawn to it. 

56. An enhanced preference of considerable importance is that, on vegetable 
oils, the duty on six of which, viz., castor oil, coconut oil, linseed oil, rrTpe oil 
groundnut oil and sesamum oil, will be raised from 10 per cent, to 15 per cent! 
India has an expanding industry with great possibilities and an export trade of 
considerable importance. Most of the Indian exports arc absorbed by Eastern 
markets, but the United Kingdom is already an important purchaser of vegetable 
oils from India, and also buys from the Continent of Kurope vegetable oils which 
India roukl well supply and indeed already exports. Since Indian products arc at 
a certain disadvantage (due to expensive packing and high sea freight) an increased 
preference was a matter of importance. 

57. The last of the enhanced preferences to be considered is that on rice, where 
the duty will be rai.-od from 10 per rent, w! ralornu to Id. a pound. At present 
the United Kingdom lakes about one-third of its supplies from India and Burma 
and two-thirds from foreign sources. Our examination of the position and the 
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information we received from representatives of the United Kingdom rice milling 
industry satisfied us that there was no reason why India and Burma should not 
meet the whole demand, hut that this result cotdcl not be brought about except 
under the stimulus of a very substantial preference. Great progress has been made 
by the United Kingdom rice millers hi finding types of Indian rice suitable* for all 
branches of the United Kingdom retail trade, the Indian Empire is by far the larg- 
est producer and exporter of rice in the world, and the price of Indian rice is low 
compared to that of the American and Spanish rices which compete with it on the 
United Kingdom market. The demand, however, is affected not only by price 
but by minor matters such as the method of packing and polishing, which are 
really matters of fashion. We were also informed that Spanish rice was often ship- 
ped by small coastal steamer direct to a number of small ports in the United King- 
dom and sold direct to grocers on terms which made competition difficult. With 
the enhanced preference, however, rice from India and Burma should be able to 
displace the foreign rice, and since the whole demand of the United Kingdom is 
only 3 percent, of India’s exports there can be no danger of prices being raised against 
the consumer, for the competition between the Indian suppliers is very keen. 


M239CD 
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CHAPTER V. 

India and the Colonial Empire. 

58. The position as between India and what it has become customary to call 
the Colonial Empire is a somewhat complicated one, and for this reason we have 
thought it better to deal with Articles 9 and 12 of the Agreement in a separate 
Chapter of the Report. The term ‘ Colonial Empire 5 covers a large number of 
territories in many different parts of the world, differing from each other in status 
and in the extent to which authority has been devolved on the local administra- 
tions and legislatures. The only differences, however, which are relevant for our 
purpose are those which bear on their ability to enter into preferential trade 
agreements and the. extent to which preferential rates of duty find a place in their 
tariffs. ' 1 


59. At present certain parts of the Colonial Empire are precluded by interna- 
tional obligation from granting preference. In Kenya, Uganda, Tanganyika 
Zanzibar, Nynsalnnd and part of Northern Rhodesia the disability arises from the 
Convention of St. Germain-en-Laye, 1919. The possibility of terminating the 
obligations of the Convention which have this effect is under examination by Ili s 
Majesty’s Government in the United Kingdom, but we understand it is clear that 
they must remain effective at least until 1935. Further information regarding 
tins Treaty will be found in Appendix F. In Tanganyika there is a double 
disability, for the grant of preferences would be a violation of the Treaty of 
Versailles, and the same is tame of the other territories mandated to His Maiestv’s 
Government in the United Kingdom. In the Gold Coast and Nigeria the grant" of 
preferences is precluded by the Anglo-French Convention of 1898. This Conven- 
tion is subject to denunciation by giving one year's notice. 

60. The remaining Colonies and Protectorates are riot prevented by any in- 

ternational commitment from granting preferences, but each of them hasto con- 
sidcr what is the tariff policy best adopted to its own interests, and their ability 
to give any preference of substantial value to India varies widely The nresent 
position is as follows : — J 1 

. , (!) Tn r »ost of the West Indies, Sierra Leone, Gambia, the Somaliland Pro- 
tectorate Gibraltar and Cyprus there is a preferential tariff for goods imported 
from British Empire countries, including India. The only Indian exports of sub 
stantial importance that receive these preferences are jute manufactures and rice 
to the West Indies (to an annual value of about 40 lakhs), the margins of preference 
being normally about 5 per cent, of the value of the goods in the former case and ' 
varying from Gs. to 1-9. Gd. per 100 lbs. in the latter. " 

(2) In that part of Northern Rhodesia where the Convention of St Germain 
en-Laye is not applicable India has the benefit of a preferential tariff, but there Is 
a more favourable tariff for the United Kingdom and other reciprocating countries 

l here are also Customs agreements with the Union of South Africa, Southern 
Rhodesia and the territories administered by the High Commissioner for South 

eommodTticf ^ *** d ° befcwcen those territories except in excisable 

(3) Fiji gives preferences on goods imported from Empire countries, including 

Ind.a. and special preferences to the United Kingdom, Canada and New Zon Tf 
Mauritius gives preferences on certain goods imported from the United Kim l 
and Canada in return for a special preference on sugar. fa aom 

(4) Ceylon does not at present give any preferences, but a resolution has re 

eently been passed by the Ceylon Legislature in favour of granting rm»f JJ 
Empire countries on the basis of reciprocity. ° ^ ences to 

oil'-. 

The imposition ... .. ■ — — * - — ---v ,vituuu; mu iracic ol flip 

would be contrary to the interests of the Colony. Hong Kong in fact j, '° - 
position to grant preference to Empire countries. ' ° » not m a 

(6) The position in Malaya is more complicated, since account mum l > 

not only of the Straits Settlements proper, but also of the States pvJ >C , C1 < 

Unfederated. The portion of the Straits Settlements is not dissimilar T* h ^ 
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Hong Kong. Tn both cases the entrepot trade is very extensive, and though tin* 
Straits Settlements have a hinterland it is a very small one. Singapore and 
Penang are free ports except that duties are imposed on liquors, petroleum and 
tobacco, and some small preferences have recently been granted under these heads. 
For practical reasons the Straits Settlements can do but little in this direction. The 
States, however, arc in a different position. The Federated Malay States have 
recently granted preferences on a few commodities to the United Kingdom and to 
certain other parts of the Empire, but had not extended these to India before the 
Ottawa Conference. In the Confederated States there are at present no preferences, 
but the principle of preference has been accepted. 

The position of the remaining Colonies and Protectorates does not cal! for 
special comment. 

61. Article 9 of the Agreement provides that His Majesty's Government in 
the United Kingdom will invite the Governments of the non-self-governing 
Colonies and Protectorates to accord to India any preference which may for the 
time being be accorded to any other part of the British Empire, and Article 12 
reciprocally provides that the Government of India will invite the Legislature to 
pass the legislation necessary to secure to the Colonies and Protectorates, and cer- 
tain Mandated Territories under British Mandate, any preferences from time to 
time accorded to the United Kingdom, if His Majesty’s Government in the 
United Kingdom so requests. We regard these, provisions as very important. 
The British Delegation made, it clear to us that in their view the Colonial Empire 
should be treated as a whole, and that they attached great importance to securing 
this result. The acceptance of this view involved the grant of preferences by India 
to certain Colonies and Mandated Territories, although they are debarred by inter- 
national obligations from reciprocating. We. on our side set an equally high value 
on securing acceptance of the principle that in the tariff arrangements of the Colonial 
Empire India should receive treatment at least as favourable as that accorded to any 
other part of the Empire. We should have been sorry indeed if, ns a result of the 
agreements concluded ta Ottawa, the trade of India had been placed in a less 
favourable position in any Empire country than it previously occupied, and this 
was a danger against which we had constantly (o be on our guard. In virtue 
of the Agreement India has now secured the continuance of the preference she at 
present enjoys in the West Indies and certain other Colonics, the retention of 
which could not be guaranteed except on the. basis of reciprocity. She 1ms secured 
equal treatment with the United Kingdom and other Empire countries in Fiji, 
Mauritius and Northern Rhodesia, and she 1ms secured a share in ail preferences 
which may hereafter be granted by those Colonies and Protectorates, such as Ceylon 
and the Federated Malaj r States, which are now about to introduce preferences 
into llioir tariffs for the first time. It is not only the existing trade which has to be 
considered. If a long view is taken and allowance made for the probable develop- 
ments of the 'coming years, India’s exports of manufactured articles to the coun- 
tries abutting on the Indian Ocean should steadily increase and the existence of 
a preference in certain Colonies should do much • to promote the growth of this 
trade. The East African Colonies, it is true, are precluded by the Convention of 
St. Germain-en-Laye from granting reciprocal preferences at present, but it is not 
impossible that ways may be found of removing the difficulty, and in our view it 
would have been a grave error of judgment to have lost this opportunity of estab- 
lishing an important principle. It is to be noted, moreover, thatthe preferences 
which India will extend to all Colonies and Protectorates by the reciprocal 
provisions of Articles 9 and 12 are only those which may be accorded from 
t ime to time to the United Kingdom, and more than 90 per cent, of these relate 
to manufactured goods in which the Colonies, at their present, stage of de- 
velopment, are little interested. The only commodity in Schedules F and (! 
which is likely to be imported from any of the Colonies, Protectorates and Mandated 
Territories in Africa is soda ash, the imports of which from Kenya in 1929-30 were 
valued at 7-2* lakhs. The obligation incurred by India is therefore not a heavy- 
one so far as those parts of the Colonial Empire which cannot grant reciprocal 
preferences are concerned. Our considered view is that. India gains a very sub- 
stantial advantage at a very low cost. 

62. It will be noticed that, Schedule “ E "contains a special reservation so far as 
Malaya is concerned, .since the preferences to be accorded to India will be granted by 

* Soda bs!i is also specified in aehedale 41 H." 

MS30CD *2 
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those Governments of British .Malaya with whose tariff policy it is consistent to 
impose duties on the commodities in question *\ This was a reservation to which 
wc could not object. Throughout the negotiations we had consistently adhered 
to the position that the question whether in India there should be a duty on a 
particular class of commodities or not was a domestic matter to be decided by the 
Indian Government and Legislature in accordance with India's interests, and that 
it was onlv when the duty held a permanent place in India’s tariff system that a 
basis for negotiation existed. Clearly we could have no cause for complaint when 
other Empire Governments took np a similar position. The special reason for the 
reservation in the case of Malaya is the entrepot trade of the Straits Settlements, 
which renders the adoption of anything like a general tariff peculiarly difficult, and 
ajso the nature of the duties imposed by the States. The Federated States form a 
Customs Union with a single tariff, but each of the Unfederated States has its 
own tariff, and theie is no uniformity in the selection of the articles which are to be 
subject to duty. A similar reservation has been made on behalf of the Government 
of India in Schedule H in respect of fruits, fresh or preserved. 

03. Article 9 of the Agreement prorides Ghat His Majesty's Government will 
invite the Governments of certain Colonies and Protectorates to accord to India 
new or additional preferences on the commodities specified in Schedule E and at the 
rates shown therein, and Article 12 similarly provides for the grant of preferences 
by India in respect of the commodities and at the rates shown in Schedule H. The 
Colonies and Protectorates which under Article 9 'will grant new preferences to 
India are Ceylon and the various Governments of Malaya, while India on her 
part will grant, the preferences to all parts of the Colonial Empire. It might seem 
that the preferences granted by India have not been fully reciprocated, since the 
new preferences she will receive are to be granted only by Ceylon and Malaya; 
There are, however, several considerations to be kept in view. Some of the 
Colonies and Protectorates have already given to India the benefit of all preferences 
on tlieir tariff, and all of them, not debarred by international obligations from 
doing so, will extend to her all preferences, past and future, accorded to other parts 
of the Empire. The value we attach to this consideration has already been 
explained and need not be repeated. In the second place, as soon as the question 
was raised of the grant of new preferences by such Colonies as Fiji and Mauritius, 
it became evident that a bargain could not be struck unless India was prepared 
to grant a preference on sugar. Amy concession by India in tins region we found 
impracticable, both because of the magnitude of the revenue interests involved and 
because sugar manufacture is a protected industry in India. Each of the Colonies 
and Protectorates has its own interests to consider, and must shape its tariff policy 
in accordance with them. Wo found indeed that any attempt to conclude separate 
agreements with the various parts of the Colonial Empire would be attended by 
insuperable difficulties, and that quite apart from the considerations already men- 
tioned. it was necessary for purely practical reasons to deal with the Colonial 
Empire as a whole so far as India was concerned. International obligations 
rendered separate agreements with the East African Colonies, Protectorates and 
Mandated Territories impossible. Of the remaining members of the Colonial 
Empire, Ceylon and Malaya are by far the most important purchasers of Indian 
goods, and both of them are about to include preferences in their tariffs for the 
first time. From the practical point of view it was the benefit to Indian trade 
which might be acquired in these regions which was of vital importance. 

Of. The principal commodities in Schedule E on which Ceylon null grant pre- 
ferences to India are cotton manufactures, fruit and vegetables, pig-lead, teak and 
other hardwoods, tobacco, and woollen carpets and rugs. In the Malayan part 
of the schedule the principal items are cotton piece-goods, tanned hides and skins 
paraffin wax, fish maws and shark fins, groundnuts and groundnut oil. The fact 
that the Malayan li<t preferences is much the shorter of the two is explained by 
the nature of the Malayan tariffs which, even in the Federated States, cover a much 
smaller range of commodities than the Ceylon tariff. In botli cases the bulk of the 
preferences will be at the rate of 10 per cent, ad valorem, but the preferences on tea 
coffee and tobacco in Ceylon and on groundnut oil and gingelly oil in .Malaya are 
at specific rates. 

03. There is one commodity which we should have been, particularly Mad to 
see included in Schedule E, namely cleaned rice, and we did all in our’power to 
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bring about this* result, for in all f lic Eastern markets Indian and Burmese rice ha* 
to meet keen competition from the rice produced in other Asiatic countries, such m 
Siam and Indo-China. Our efforts, however, were unsuccessful. Bice i« on Hu- 
free list in Malaya and is subject to a low revenue duty of Be. 1 a evf . in Ceylon. 
It is not at present consistent with the tariff policy of the Malayan Governments 
to impose a duty on rice, and we were assured that owing to the prevailing eco- 
nomic distress any measure which seemed likely to make rice dearer would have 
serious repercussions. In Ceylon the difficulty was that the Oovernment were 
unwilling to raise the duty on foreign rice and could not in existing financial cir- 
cumstances forego the. revenue accruing from the duty on Indian rice, which 
constitutes more than 90 per cent, of the imports. As we have already explained 
we were not prepared to agree on behalf of India to the imposition of any duty 
merely for the purpose of granting preference, and we could not expect the Malayan 
Oovernment to adopt a different, attitude. The situation as regnrds Ceylon 
ought, we think, to be kept under continuous observation. If there should be any 
substantial increase in the proportion of foreign rice imported into Ceylon, it would 
certainly be open to the Government of India to make representations to His Maj- 
esty’s Government in the United Kingdom with the object of concerting measures 
to meet such a situation, either by a preference or by a quota arrangement or by 
some other means. From the Ceylon side it would certainly be regarded as impor- 
tant that the measures taken should not have the effect of raising the c. i. f. price 
in Ceylon above the world price. If this point could bo met, as we think it could, 
we are confident that any representations made by the Government of India would 
receive the full and sympathetic consideration of His Majesty's Government. 

66. Most of the commodities included in Schedule II are those in which Ceylon 
and Malaya are interested. The only commodities of special interest to other 
Colonies arc asphalt (Trinidad), rum, bitters and fruit juice (Jamaica and other 
West Indian Colonies), fresh vegetables, sisal fibre and soda ash (Kenya), and un- 
ground spices (Zanzibar). Ceylon is specially interested in the preferences on coco- 
nuts, coconut products and plumbago and Malaya in the preference on betchuts. 
Both Ceylon aud Malaya are concerned in most of the other items. Schedule H pro- 
vides for preferences at specific rates on coffee, tea, tobacco, rum and bitters, at 
the rate of 7l per cent, ad valorem ■ on bctelnuts and unground spices, and at the 
rate of 10 per cent, on all other commodities in the Schedule. 

07. We have found that any attempt to assess the value of the preferences ex- 
changed between India and the Colonial Empire, by working out the value of the 
imported goods which will receive preferential treatment, is attended by insuperable 
difficulties. Ho complete trade returns are obtainable for some of the Colonies, 
and in the absence of such returns the Indian export figures have to be used, a method 
which is clearly unsatisfactory. But there is another difficulty which is much more 
serious. If the balance sheet were drawn up on the basis of the Trade Returns the 
figures relating to Malaya would bulk very largely in it, but on both sides of the 
account they would be equally misleading. In view of the enormous entrepot 
trade of Singapore it is quite impossible to treat the exports of any commodity to the 
Straits Settlements, shown in the Trade Returns, as representing the consumption 
of that commodity in British Malaya. In each case a substantial deduction would 
have to be made, and wc have no means of ascertaining what percentage it would be 
reasonable to deduct. Conversely, the imports of tropical produce from the Straits 
Settlements as shown in the Trade Returns cannot be taken as even approximately 
representing what is nctual produce of British Malaya, for Singapore is the collecting 
centre for the whole of the Far East and a high proportion of what comes from there 
to India is produced in foreign territories. Bctelnuts and unground spices are the 
two most important items in Schedule II, and the value of the bctelnuts imported 
in 1929-30 from the Colonial Empire (mainly from the Straits Settlements) was 
Rs. 246 lakhs, and of nnground spices Rs. 07 lakhs. In view of the financial im- 
portance of the preference on betel nuts — it was for this reason that the preference 
was limited to 7k per cent. — wc made special efforts to ascertain the value of the 
imports which w'ere actually the produce of British Malaya, and it appeared that 
the value was probably slightly less than one-third of the imports from the Straits 
Settlements. This figure is only an estimate, however, and lacks confirmation. 
To take another example, only a small part of the imports from Hong Kong can bt 
the products of the Colony, for there the trade is almost entirely entrepot trade. 
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(IS. What lias been said in the last paragraph will make it clear that in order to 
prevent the abuse of the preferential system it will be necessary to devise a satis- 
factory system of certificates to establish adequately the Empire origin of the com- 
modities on which the preferences are claimed. We made it clear to the British 
Delegation that the Government of India would attach great importance to this, 
and we arc sure that they can rely on the cordial co-operation of the Malayan Gov- 
ernments who obviously must desire that the benefit of the concessions secured should 
be confined to those territories for whom it was intended and should not he captured 
by those who have no title to it. 

GO. For the reasons given in paragraph 67, we have come to the conclusion that 
no figures we could present would he of real value. There are, however, two or three 
point? to he noted. As things are to-day, the value of the imports from Malaya or 
which the preferences can he claimed may exceed substantially the value of the com- 
modities on which India will receive preferences in Malaya. That arises from the 
nature of the trade between the two countries and the much wider range of the 
Indian tariff. If Malaya is excluded and the figures for the rest of the Colonial 
Empire could he worked out satisfactorily, the balance of advantage would seem to 
he somewhat in favour of India. If both sets of figures were taken together - , India 
would probably he found to he giving preferences on goods of a somewhat higher 
value than that of the goods on which she receives preferences from the Colonial 
Empire. We think that India may well be content that this should he so for the 
present, for the growth of her exports of manufactures may before long do much to 
redress any adverse balance. Of the value to India of the Agreement in so far as 
it relates to the Colonial Empire we have no doubt, for it establishes the principle 
that in no part of it shall India be placed at a disadvantage in competition with any 
other Empire country. 
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CHAPTER VI. 


Ikon and Steel. 

70. From an early stage of our discussions with the British Delegation it 
became evident that the tariff on iron and steel in both countries was likely to be 
a crucial point, in the negotiations, and it was one which was for ;js the subject 
of much anxious consideration. The questions to he settled were indeed s-. imjmrt- 
ant and so difficult that it. was found impossible to reach a final conclusion at 
Ottawa, and they were postponed for further discussion in London after our 
return to England, where they were successfully completed. The subject was 
therefore reserved for a separate chapter in our Report.. 

71. Pig-iron has been exported from India in substantial quantities for a 
number of years. These exports commenced before 1014, but it. was not until 
after the War that they became very important, owing to the erection, both in 
the coal-fields and at Jamshedpur, of large modem blast furnaces capable of a 
high daily output at a low cost. The exports from 1921 onwards are shown 
in Table IV. It will be seen that during these years Japan has been by far the 
largest purchaser of Indian pig-iron, but considerable quantities have also, from 
time to time, been consigned to the west coast of America, and in the latter part, 
of the period the exports to the United Kingdom have substantially increased. The 
continuance of these exports on anything approaching the present scale is, however, 
seriously threatened. It will be seen from the tabic that Japan's purchases have 
greatly diminished, and all the information we have been able to obtain leads us to 
believe that in future much the major portion of her requirements is likely to be sup- 
plied from the blast furnaces already in existence in Manchuria or from furnaces in 
.Japan itself. It. follows that, if India's production of pig-iron is not to suffer a 
heavy reduction, enlarged outlets for Indian pig-iron must ho sought, in other 
directions. How serious the position is may be judged from the fact that India's 
blast furnace capacity exceeds H million tons of pig-iron a year, while the annual 
demand for foundry iron in the country itself has rarely, if even, been as high as 
150,000 tons a year, and the demand for steel manufacture at the present rate 
of output is 500.000 tons, making 050,000 tons in all. 


TABLE IV. 

Exports of Pig-Iron in 000 7'ons from India. 


Year. 

Destination — 

Total Export a. 

Japan. 

U. S. A. 

United 

Kingdom. 

All other 
countries. 

1921-22 


58 

. * 


1 

30 

1022-23 


112 

3 

•• 

3 

ns 

11)23- 24 


144 

24 

3 

12 

1S3 

1024-23 


171 

134 

10 

17 

3(1 

1023-20 

•• 

UK 

i m 

211 

:ts 

3s2 

1020-27 


231 

40 

IB 

10 

•TO 

1027-2S 


27! 

63 

21 

30 

3”3 

1028-29 


353 

32 

ml 


419 

1020-30 


249 

86 

71 


.WS 

1030-31 


K.0 

UN 

UM 



1031-32 


1SS 

51 

fr* 

42 

tVJi 
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72. India’s ability to export pig-iron at, low prices is tlie result of, the great 
naf ural advantage she possesses for this line of manufacture. The iron 'ore deposits 
in Singbhum and the Orissa States are of the highest quality, coal supplies are 
abundant, and the iron ore and the coal are so near each other that the rail freight 
does not seriously add to the cost. It is the possession of these natural advantages 
which was held" in 1924 to justify the protection of the Steel Industry, for there 
was ample ground for believing that at no very remote date the industry would 
be able to bold its own against world competition without Stale assistance. The 
development of the industry has now reached a particularly interesting stage, 
for costs have been brought down to a level at which the export of steel rails and 
semi-finished steel in the shape of sheet bars and billets begins to be possible. 
The export of steel rails to Europe is not at' present a practical proposition, but 
sheet bar and billets have already been exported to the United Kingdom, and if 
new impediments to the trade are not erected important developments are 
probable in the next few years. This is a point which closely concerns the Indian 
steel manufacturer. The world-wide trade depression has led to a rapid decline 
in the Indian demand for all forms of rolled steel, and in particular the quantity 
of steel rails taken by the Indian railways has fallen from 200,000 tons, which the 
Tariff Board in 192G estimated to be their annual requirements, to about 40,000 
tons in the current year. The result is that, while the merchant bar and sheet 
mills at Jamshedpur are working to capacity, the other mills are nothing like 
fully employed — the surplus capacity of the sheet bar and billet mill, for example, 
is about 200,000 tons a year and the total output of all the mills is far 
below the melting capacity of the steel furnaces. In these circumstances the 
creation of a new outlet for substantial quantities of sheet bars and billets would 
do much to compensate for the falling off in the demand for rails. 

73. Some of the manufacturers of sheet in the United Kingdom use their own 
sheet liars, but others purchase the bars they use, and in recent years very large 
quantities of sheet bar have been imported from the Continent of Europe. So long as 
iron and steel was allowed free entry into the United Kingdom from all sources, the 
export of semi-finished steel from India to Great Britain, though not altogether im- 
possible. was difficult, and, owing to the rail freight from Jamshedpur to Calcutta 
and the sea freight from Calcutta, could only be effected at sacrificial prices. The im- 
position of the new duties on foreign steel under the Import Duties Act, however, 
altered the position completely. The opportunity was now offered to Indian steel to 
replace a large proportion of the sheet bar previously imported from the Continent, 
and the new outlet for their goods, so badly needed by the Indian steel manufac- 
turers, bad come into existence. But if advantage was to be taken of this new open- 
ing, action must be taken at once and could not be postponed. For many reasons 
we should have been glad if consideration of these questions could have been deferred 
at least until the commencement of the statutory enquiry into the Steel Industry 
in f 933, but this was not possible. It was not only that there was no guarantee 
that the free entry of Indian iron and steel would be continued after the 15th Nov- 
ember of this year.. The British Tariff Advisory Committee, in announcing the 
increase of the duties on certain classes of iron and steel to 33 J per cent, in 
June last, made it evident that adequate measures would be taken to protect the 
British Iron and Steel Industry ; but it was also made clear that the industry on 
its side must take immediate steps to reorganise itself and to reach the highest 
possible standard of efficiency. As soon as the reorganisation came under discus- 
sion, the question would inevitably arise bow the imports from the Continent were 
to be replaced. If agreement could be reached with the British Government, Indian 
pig-iron and steel would replace much of the Continental material, but if am-ee- 
ment were not reached before the general lines of the reorganisation of the British 
industry were settled, there was every reason to apprehend that new furnaces and 
n< w sheet bar mills would be established in the United Kingdom, and that as soon 
as they came into operation Indian iron and steel would become subject to ffiitv 
under the Import Duties Act. For this reason the question could not be postponed 
and it became a vital matter to ascertain without delay on what condition the fre ' 
entry of Indian iron and steel into the United Kingdom would be continued Tf 
the opportunity were allowed to slip, it would never recur. 

74. Up to this point we have considered only the Indian side of the cohu, J«,f 
clearly His Majesty's Government in the United Kingdom had to consider 
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primarily the interests of their own industry. For very many years British steel has 
held a predominant position in the Indian market, but since the War developments 
of two kinds have led to a considerable displacement of British steel in India. The 
protection accorded to the Indian industry in 1924 has. in the first, place, brought 
about a large and permanent increase in the quantity of steel produced in India ; 
and, in the second place, intensified competition from the Continent, and particu- 
larly from Belgium, has resulted in the displacement of considerable quantities of 
British steel by Continental steel. . It was natural, therefore, that the British Dele- 
gation should make it one of their primary objectives to secure, if possible, in any 
Trade Agreement with India provisions which would bring about enlarged sales of 
British steel in India. The' right of India to protect her own industry to the extent 
found to be necessary was not in any way disputed, but the desirability of establish- 
ing more favourable conditions for British steel in its competition with Continental 
steel was strongly pressed. 

75. So .far as the unprotected classes of iron and steel were concerned, we had 
no difficulty in agreeing to a preference so long as the conditions of the Agreement 
were sufficiently flexible to permit of the addition from time to time of new classes of 
steel to the protected list. But when the protected classes of steel came under 
consideration, the difficulties were at once seen to he of the gravest kind. Some class- 
es of iron and steel, such as rails and galvanised sheet, are subject to uniform duties 
irrespective of origin, and others, such as bars, black sheet and structural sections, 
are subject to differential duties, a lower rate of duty being imposed on steel made 
in the United Kingdom and a higher rate on steel made elsewhere. In neither case 
wetfi'we prepared to interfere with the rates of duty-fixed after full investigation -by 
the Tariff Board. To concede a preference by reducing these rates to a lower figure 
in favour of British steel would impair the protection intended by the Legislature 
to lie afforded ’to the Indian industry, and to raise the duties on foreign steel to a 
higher point than was required in India’s own interest would have been a grave 
departure from the fundamental principle of the policy of Discriminating Protec- 
tion. It would have meant that though, when an Indian industry was in question, 
the consumer ought not to he taxed beyond the extent necessary to give the pro- 
tection needed, tliis could be done without objection when a British industry 
desired to be safeguarded against foreign competition. It is true that the protective 
duties on iron and steel have been increased by the surcharge of 25 per cent, imposed 
by the Finance (Supplementary and Extending) Act, 1931, and it might have seemed 
that a way out could be found by ceasing to levy the surcharge on British steel. 
But apart from the fact that the revenue arising from the surd targe* was urgently 
needed to meet a financial emergency of the gravest kind, a temporary surcharge 
voted by the Legislature for a period of eighteen months only could not form the 
basis for a preference in a Trade Agreement. It would have meant that the sur- 
charge must be retained on steel made elsewhere than in the United Kingdom, after 
it had ceased to he needed for revenue purposes. 

76. Our considered view was that the rates of duty fixed after full investigation 
by the Tariff Board must be left, to their operation for the statutory period, and 
could only be revised in connection with the Board's enquiry in 1933. In our dis- 
cussions with the British Delegation we could point to the fact that in certain classes 
of steel the United Kingdom already received what was in effect, though not in 
intention, a preference, and that the differences in the rates of duty had in fact 
led to the importation of a higher percentage, of British steel. But it became evi- 
dent that, if free entry for Indian iron and steel into the United Kingdom was ty he 
retained, something more was needed. After a thorough examination of all t he facts, 
we came to the conclusion that the only class of steel in respect of which an arrange- 
ment. satisfactory to both parties could he reached was galvanis’d sheet. 

77. The imports of galvanised sheet into India for the last eleven years are 

shown in Table V. It will be seen that up to the time of the Tariff Board's enquiry 
in 1926 the imports from countries other than the United Kingdom were negli- 
gible, and consequently when the Board considered the rate of dutv that -dtould 
he imposed they took into account only the competition of British sheet. "The 
rate of duty fixed in the Steel Industry (Protection) Act, 1927, w«-> Ite.fiOtfften. and 
this rate of duty was applicable uniformly, irrespective of the country of origin. 
Two years after the passing of the Act galvanised sheet began to be imported from 
M233Cn> i- 
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Belgium on an appreciable soolo, ““**!“?; result that at the end o[ 

of India under Section 3(4) of tlio Indian Tarf Ao*-. 1S ®*’S lo t0 ») galvanised 
Tariff Board. This duly still remains in force and is appncao b 

sheet whatever the country of origin. 


TABLE V. 

Imports or Gawanised Sheet into India moM 1921-22 ™ 1931-32. 


1921 - 22 

1922 - 23 

1923 - 24 

1924 - 25 

1925 - 26 

1926 - 27 

1927 - 28 
’ 1928-29 

1929 - 30 

1930 - 31 

1931 - 32 


(000 tons.) 


Ye\r. 


United 

Kingdom. 


83 

114 

169 

205 

272 

249 

298 

286 

200 

90 

65 


Imports from 


Belgium. 


1 

2 

10 

22 

32 

51 

48 

27 


Other 

countries. 


6 

8 

C 

3 

0 

16 

12 

8 

7 

0 


Total. 


88 

122 

166 

209 

283 

275 

332 

326 

258 

147 

84 
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79. The duty on galvanised sheet imposed l>y the Steel Industry (Protection} 
Act; 1927, was Its. 30 a ton ; the additional duty of Rs. 37 a ton imposed by Noti- 
fication in December 1930 raised it to Rs. 07 a ton, and the surcharge imposed by the 
Finance (Supplementary and Extending) Act, 1931, raised it once more to Rs. S3-] 2-0 
a ton. Since the end of 1930 the price of galvanised sheet (as shown in the trade 
papers) has fallen by £2-12-G a ton from £11-12-6 to £9 a ton, and the surcharge has 
not been sufficient to compensate for this further fall in price. Jn effect, therefore, 
Ks. S3-12-0 must be. regarded as the duty which gives adequate protection to the 
Indian industry against competition from Continental sheet. It appeared to us 
that the two rates of duty (1) Rs. 30 a ton, the basic dutj’ fixed on the recommen- 
dation of the Tariff Board in 1927, and (2) Rs. 83-12-0 a ton, the existing duty, 
must be accepted as tlie limits which must not be transgressed in any adjustment 
of duties’ which might be made. But it also appeared to us that, within these 
lim ts, it should be possible so to fix the rates of duty as to meet the reasonable 
requirements of both the British and the Indian industries. 

80. The scheme which will he embodied in a Supplementary Agreement* 
between His Majesty’s Government in the United Kingdom and the Government of 
India provides that, up to the 31st March 1934 (when the duties fixed after the 
statutory enquiry by the Tariff Board will become operative), the duties on 
galvanised sheet shall be as follow’ : — 

(1) Sheet made in the United Kingdom from Indian sheet bar . . Rs. 30 a ton. 

(2) Sheet made in the United Kingdom from other sheet bar .. Its. 53 a ton. 

(3) Sheet not made in the United Kingdom .. .. Rs. 83-12-0 a ton. 

The basic figures underlying this scheme are as follows. The bed rock price of 
Belgian galvanised sheet is assumed to be £8-10-0 a ton f. o. b. Antwerp as against 
£8-12-6 a ton, tlie lowest price actually quoted according to our information. The 
necessary additions on account of sea freight, landing charges and duty increase 
this sum to Rs. 215 a ton duty paid at an Indian port. The price assumed for 
galvanised sheet made in the United Kingdom from sheet bar, other than Indian 
Bheet bar, is £10-10-0 a ton f. o. b. Wc are satisfied that this is the lowest price 
which will give the British sheet manufacturer a reasonable return, for when all 
costs have been met tbo sum left to cover depreciation and profit is only 12.?. Or/ 
a ton. With the additions necessary for freight, landing charges and duty, this 
figure also means a duty paid price of Rs. 215 a ton in India, the freight from a 
United Kingdom port being taken as on the average 5s. a ton above the freight from 
Antwerp. The difference of Rs. 30-12-0 a ton between the duty on British sheet 
not made from Indian bar and sheet made elsewhere, is the difference between the 
lowest price which the Continental manufacturer has yet quoted and the lowest 
price which the British manufacturer can reasonably accept. The object of this 
difference in the duties is to enable the British manufacturer to obtain a price which 
docs not involve an actual loss. It remains to consider the further difference of 
Rs. 23 a ton between the duty proposed on sheet bar made in the United Kingdom 
from Indian sheet bar and on sheet made from other bar. 

81. If the special arrangements connected with the duties on galvanised sheet 
were to be acceptable to India, it was indispensable that they should furnish 
reasonable security that any increase in the sale of British galvanised sheet in 
India should be accompanied by an equivalent increase in the sales of Indian sheet 
bar in the United Kingdom. If the duties were so adjusted that the British 
manufacturer had no inducement to use Indian sheet bar when making sheet, for 
the Indian market, it would fail to achieve one of its primary object**, namely, the 
securing of a fresh outlet for Indian steel. It was impossible to obtain 1 lie neces- 
sary assurances on (bis point at Ottawa, and it was on this account that (ho final 
settlement had to be postponed until further discussions had taken place in London 
between the representatives of the British industry and of the fmli* n industry 
As a result of these discussions wc have received assurances that the repro-entatives 
of both industries are satisfied that, with a difference of Rs. 23 a ton between the 
duty on sheet made in the United Kingdom from Indian slier bar, and sheet nude 
from other bar. it will be possible to do business at prices satisfactory to both in- 
dustries, so that the extended use of Indian sheet bar is assured. That beins: so, 

* Tti's Supplementary Agreemrnt in embodied in on etebanpc of letters which are ji-i.'jS'vJ an Am- v in- 
to the Report . < l*W« pages 43-50 pot!). 
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vre are satisfied lliat the scheme is one which we can recommend for adoption by 
the Indian Government, and Legislature. ■ • - ■ ■ 

82. In the scheme which has been outlined there are tliree dangers against 
which provision must, be made if the scheme is to work successfully. These are:— 

(1) Price cutting by Continental manufacturers below the c. i. f. price of 

Es. 128-4-0* a ton which we have taken as basic. 

(2) Price cutting by British manufacturers below the c. i. f . price of Es. 159* 

a ton which has been assumed as reasonable. 


(3) A combination between the British and Indian manufacturers to raise 
the duty-paid price above Es. 215 a ton at a port in India. 

83. To meet the first of these dangers the Government of India must have 
power to impose an additional duty on foreign sheet should the need arise. ‘When 
conditions arc as disturbed as they are in the world to-day, it is impossible to he cer- 
tain when a level of prices has been reached at which further price cutting becomes 
impossible. It is indeed an indispensable element in the scheme, as agreed between 
the British Delegation and ourselves, not only that the Government of India should 
possess the power, but that it should he promptly and effectively exercised. The 
experience of the last two or three years has shown that the price cutting takes 
place not by large sums but. by successive instalments of about 2s. Gd. a ton at a 
time. The reduction is so small that it is difficult to make out a case for an addi- 
tional duty, but the cumulative effect, of a, succession of such reductions is not 
small. Meanwhile, pending the imposition of an additional duty, the British sheet 
manufacturer would have the choice of two alternatives. He could maintain his 
price, and in that case he would probably lose the greater part of the business, or 
he could follow the Continental price downwards, as he has been compelled to do 
m the past, and in that case he would create evidence against himself that an addi- 
tional duty was needed, not only on Continental sheet but also on British sheet. 

It is for this reason that, we regard it as indispensable that, as soon as the Govern- 
ment. of India arc satisfied that the price has been cut, the additional duty should 
be imposed promptly without the delay inevitably occasioned by a Tariff Board 
enquiry. The amount of the additional duty need not be limited to the amount 
of the price reduction, hut should be of such an amount as to make clear the in- 
tention of the Government of India to make the agreement effective The circum- 
stances of the case are entirely special, and some of the considerations which might 
ordinarily be relevant do not apply. 6 


84. The other two dangers to which we have referred are not in our view 
probable contingencies, but it is desirable that the interests both of the Indian 
sheet maker and of the Indian consumer should be safeguarded The protection 
intended to be given to the former would be impaired by price cutting from any 
quarter, and the interests of the latter would be prejudiced by any combination 
to raise prices unnecessarily. Circumstances might arise which necessitated some 
increase in price, c.g., a rise m the price of spelter or in the cost of sea frpirrfif w 
the Government- of India should have it m their power to check any price mcrease 
for which adequate justification does not exist. This point will be met if the 
Government of India take power to reduce by notification the duty on sheet not 
made in the United Kingdom ns well as to increase it by imposing nr. 
duty. The other point fell be safeguarded if power is Iho fflto jSS Tn 
additional duty on British sheet, in the event of price cutting. Special arranee 
ments will clearly be necessary in order that the course of prices may be kept under 
constant, observation. * 


85. The Supplementary Agreement regarding Iron and Steel will remain in 
force until the end of March 1934, when the duties on galvanised sheet will lie 
replaced by such duties as may he fixed after enquiry by the Tariff Board We 
recognise that the scheme embodied in the Agreement contains novel features wl VI 
might make smooth working difficult if it were intended that the duties should 
remain in force for any long period, but we believe that for the comparatively 
short, period indicated above, there is no reason why it. should not he worked sue 
cessfully. Special arrangements, however, will be necessary for the certification" 
of the sheet to he made in the United Kingdom from Indian sheet bar. \y c 
not directly concerned with the agreements’ into which the manufacturers in hath 

j an* arrimi nt by ttatscliaff th- tln’.iri on Britnh and othw th^l mrjxctlveiy , 
raste o! R», 3 & tan for listing ciarg»». from R*. 21S, the daty-pstti pries at an Indian port. 



countries may enter under the operation of the duties, but we understand it is 
probable that arrangements will be made by which the sheet bar exported from 
India will remain the property of the Tata Iron and Steel Company, and the sheet 
made from such bar will be reconrigned to India for disposal by them. If this 
should occur the working of the system will be greatly simplified. 

86. We have no doubt that the Supplementary Agreement about Iron and 
Steel is to the advantage of both countries. On the British side the sheet manu- 
facturer is enabled to sell his sheet in the Indian market on much more favourable 
terms and at a price which gives him a reasonable return. Unless this could be 
arranged agreement was .impossible. On the Indian side we have already explain- 
ed the extreme importance of the continuance of free entry into the United Kine- 
dom for Indian iron and steel and of the new outlet for Indian steel which is created 
by the lower duty on sheet made from Indian sheet bar. Xor is the protection 
afforded to the Indian industry in any way impaired by the lower duty on British 
sheet, for the Government of India will retain full power to impose additional 
duties should the need arise. But the agreement is of equal importance for an- 
other reason. In every steel-producing country in the world the capacity of the 
steel plants is far in excess of the present demand, and it is this which has brought 
about the present cut-throat prices. If we had been unable to reach agreement 
the almost inevitable result must have been the erection of new iron and steel fur- 
naces in the United Kingdom and the accelerated establishment of additional 
galvanised sheet plant in India, thereby aggravating the conditions from which the 
world is suffering. We believe that much could be done through the method of 
industrial co-operation to alleviate these conditions rather than to make them 
worse, and we are glad that it has proved possible to give a concrete example of what 
can be accomplished in the special arrangement which we have described in tliis 
chapter. 



CHAPTER Y?L , r .,„ 

Promotion of Trade within the Commonwealth. 

87. The First Committee, on Promotion of Trade within the Commonwealth, 
was chiefly concerned with the examination of questions of principle and policy 
hearing directly on the primary task wliicli faced the various Delegations to the 
Conference, namely, the negotiation of trade agreements , based on reciprocal 
tariff preferences and directed to the encouragement and extension of mutual trade. 
It was urged by one of the participating Governments that the coiiilncrcial advantages 
anticipated from the reciprocal trade agreements should be protected against unfair 
trade practices on the part of countries outside the Empire. The reason behind 
tins plea was that it would be of no practical use for two Empire countries to negoti- 
ate an exchange of preferences if the value of these preferences is wiped out by 
radical price cuttings by foreign countries. Such a step on the ‘part of foreign 
countries may neutralise the margin of preference granted or received. The Con- 
ference as such came to no final decision on this important question, but its attitude 
in the matter is best illustrated by reference to article 21 of the United Kingdom- 
Canadinn agreement : — 

“ This Agreement is made on the express condition that, if either Government 
is satisfied that any preferences hereby granted in respect of any parti- 
cular class of commodifies are likely to be frustrated in whole or in 
part by reason of the creation or maintenance, directly or indirectly, 
of prices for such class of commodities through State action on the 
part of any foreign country, that Government hereby declared that 
it will exercise the powers which it now has, or will hereafter take, to 
prohibit, the entry from such foreign country,’ directly or indirectly 
of such commodities into its country for such time as may be neces- 
sary to make effective and to maintain the preferences hereby granted 
by it.” 

88. Though we recognised the force of this argument we did not commit our- 
selves or the Government of India to any definite steps in this direction. We 
ourselves anticipated that in the case of certain Indian exports like manganese ore, 
the Indian commodity may have to face very severe competition in the United King- 
dom market against foreign sources of supply, and in the course of our negotiations 
with the British Government we reserved the liberty to raise the question with 
reference to particular commodities if and when such a situation arose. 

89. A second point, closely related to the first, to which considerable attention 
was given in the course of the discussion, was the question of anti-dumping duties. 
The difficulties arising out of dumping were by no means confined to foreign coun- 
tries, but might ns easily arise within the Commonwealth. In fact this question 
assumed some importance in the Conference as a result of complaints by some parts 
of the Empire against the anti-dumping measures adopted by one of the Empire 
countries. While it was recognised that anti-dumping measures are sometimes 
necessary as an effective retort to export- subsidies or as a safeguard against cheap 
imports based on depreciated exchange, the Conference expressed its views in the 
following resolution : — 

This Conference, recognising that export bounties and exchange deprecia- 
tion adversely affect the value of tariff preferences within the Com- 
monwealth, expresses the hope that with a rise in the level of com- 
modity prices and with stabilised exchanges such bounties and the 
special duties which have been adopted as a means of adjusting the 
situation so created, may be withdrawn.” 

90. In the case of certain of the protected industries in India, the Act under 
which the duty is imposed contains provisions which empower the executive Gov- 
ernment to impose additional offsetting duties when the foreign commodities are 
sold at a price which renders nugatory the protection granted to the Indian 
industries. This provision seems to us to be the most logical safeguard against 
the dangers of dumping. The Indian system does not. however, contain any pro- 
vision for aati-dnmpimr measures in the case of industries which are not protected. 

91. A third question discussed in Committee I related to the conditions under 
which Empire goods should qualify for tariff preferences as between Empire countries 
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which bad agreed to exchange preferences, and tlie measures which might, he taken 
to bring about a greater degree of uniformity in the Regulations in force in the 
various countries. Two questions in particular emerged, of which the first was the 
percentage of Empire content to be required. There are wide variations between 
the Regulations in force in the different parks of the Commonwealth, but it is un- 
necessary for us to attempt to describe them, for they are fully set forth in a recent 
Report of the Imperial Economic Committee. It is clear that exporters in all the 
Empire countries must he handicapped if the percentage varies widely and if the 
evidence required to substantiate a claim is different in each country. Where the 
exports of a country consist mainly of the natural products of the soil or the subsoil, 
the matter is comparatively simple, and all that is required is a suitable certificate 
of origin to prove that they are the produce of the Empire country from which 
they have been exported. But manufactured goods present more complex problems, 
particularly if they are composite goods, and contain several ingredients some of 
which are not available in the country of manufacture and must be imported. Some 
degree 'of uniformity in the conditions which qualify for preference and the 
procedure for establishing claims is clearly desirable, and this was generally re- 
cognised, but it proved impossible to reach unanimity as to the percentage to be 
fixed. The view we expressed on behalf of India was that the normal percentage 
should be reasonably high, such as the 50 per cent, in force in Canada, hut with 
variations upwards or downwards to meet special cases. But there were also 
advocates of lower percentages, such as 25 and 33, and the advantages of a mixed 
system by which the percentage is as low as 25 on certain classes of goods and as 
high as 76 bn others, was also urged. 


92. The second important question which was raised was whether in calculating 
the Empire content the cost incurred in every Empire country in respect of labour 
and material should be taken into account or only the costs incurred in the country 
with which preferential agreements have been made. India is a large, exporter of raw 
materials, and it is clearly in her interest that all Empire content should be taken 
into account, for the indirect benefit to her export trade might be considerable. 
This was the view we expressed in the Conference, but on this point also it was not 
possible to reach unanimity. Eventually the following resolution was adopted : — 

“ That each of the Governments of the Commonwealth should investigate, 
as rapidly as possible, the standard of Empire Content which should 
he required by them for the import under preferential rates of the 
different classes of goods, bearing in mind the following principles : — 

(a) That though it must rest with each Government to decide what stand- 
ard it will require, a greater degree of uniformity throughout the 
Commonwealth is desirable. 


(b) The standard required should not be such as to defeat or frustrate the 
intention of the preferential rate of duty concerned to any class 
of goods. ” 

93. It does not, we think, fall within our province to advise the Government of 
India on these questions. But until the investigation contemplated in the Resolu- 
tion has been carried out, and the Empire Governments have exchanged views on 
the subject, it would be inadvisable, we think, that fresh complications should be 
introduced, and it is for this reason we suggested in Chapter III that the regulations 
to he made in India should he based on those already adopted by other parts of the 
Empire with practical experience of the subject. 

94. A fourth question was raised at early sittings of the Conference, the point 
being whether a series of bilateral trade agreements should be negot iat ed, or whether, 
if the negotiations proved generally successful, they would be incorporated into a 
single multilateral agreement. No report was submitted to the Conference 
by Committee I on this subject, and the final result was a- series of bilateral agree- 
ments. 

95. The final, and from many points of view the most 'important, question 
examined by Committee I was that of the ultimate objective of the agreements. 
Uniformity of scope and form was neither practicable nor indeed desirable. What 
was important was that all agreements should he so framed as to express, however 
different might be their terms, one single purpose common to all, and that that 
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purpose should be kept constantly in view throughout the -negotiations. It Was 
recognised by all Delegations present at the Conference that- excessively high tariffs 
were in large part responsible for the prevailing trade depression. A reduction of 
high tariffs by Empire Governments in each other’s favour would be a beginning 
towards better tilings. But it could only be a beginning, and it would fail of its true 
objective if it did not lead to similar reductions on tbepartof otlier Governments 
throughout the world. When all negotiations were finally completed and it was 
realised how many agreements had been secured, tbo following Resolution was 
adopted to express tlie hope tliat tbe agreements were merely preliminary steps 
towards increasing trade not only within tbe Empire but also throughout the 
world : — 

"The nations of the British Commonwealth having entered into certain 
Agreements with - one another for the extension of mutual trade 
by means of -reciprocal preferential tariffs, this Conference takes note 
. of these Agreements and records its conviction'; - - 

" That by the ’lowering -or removal of barriers among themselves provided 
for in these Agreements the flow of trade between tlievarious countries 
of tbe Empire will be facilitated, and that by the consequent 
increase of purchasing power df their peoples tbe trade of tbe world 
■ will also be stimulated ‘and increased ; ' 

, “ Eurtlier that this Conference regards the conclusion of .these Agreements as 
a step forward which should, in future lead to further progress in the 
same direction and which null utilise protective duties, to ensure, that 
the resources and industries of the " Empire are developed on sound 
ecbnomic linefc. * 1 • ’ 

“ The Agreements referred 1 to are annexed hereto and the. Conference com- 
mends them to the Governments of the several parts of, the Empirp.” - 

9G. We would like to draw particular attention to .thtr character of this Reso- 
lution as compared with similar Resolutions* passed in previous Imperial Economic 
Conferences. The Resolutions of previous Conferences merely aimed at establishing 
the principle of Imperial preference as an end in itself irrespective of its repercussions 
on the world at large. The present Resolution marks., a great step forward 
from the position taken at previous Conferences. It clearly recognises the economic 
unity of the world.' It recognises that the prosperity of the Commonwealth and its 
component parts is dependent on the recovery and increase of world trade. It is 
the hope of those who t ook part in the Conference that the reciprocal preferential 
regime established by the Conference would, by clearing up tbe channels of inter- 
Empire trade in the first instance, increase the purchasing power of the peoples of 
the British Commonwealth, and thus usher in an era of world trade revival. It is in 
this spirit that the above Resolution was conceived and adopted by the Conference. 

97. The major portion of the time spent at Ottawa was taken up by the negoti- 
ations with His Majesty's Government in the United Kingdom and with the 
general work of the’.Conference. But we also carried on discussions with the Delega- 
tions of the various Dominions as regards the possibility of developing our 
trade with them by means of preferences. We could not, owing to lack of time, 
bring any of these discussions to the stage at which agreements could be drafted, 
and the instructions of the Government of India obtained. But in each case 
memoranda of tin* views exchanged were prepared which would serve as the basis 
of further negotiations between the Government of India and the Governments of 
the Dominions concerned. It was clearly desirable that these discussions should 
take place, for there was a danger that India’s position in the Dominion mnrkcts 
might be affected unfavourably. India at present enjoys tbe benefit of the British 
preferential tariff in Canada, New Zealand, the Irish Free State and Southern 
Rhodesia, and in each case the preference given was the spontaneous act of the 
Dominion Government concerned, nothing being asked in return. The whole 
situation has, however, been radically altered by the Ottawa Conference. Inter- 
Imp- rial preferene*- has now been placed on a basis of reciprocity, and India cannot 
evrset that those Dominions which at present accord preferences to her exports 
will continue to do so if she finds herself unable to reciprocate. The question 
vlmthrr In these circumstances India should enter into trade agreements with the 
Dominion* will therefore call for decision at an early date. 
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concluded, or that they would be prepared to continue the Agreement indefinitely 
if the differential duties were abolished. With the underlying motives of India’s 
tariff policy they are not directly concerned, but their practical results concern 
them closely. From the Indian side also the differential duties could not be ignored. 
If an Agreement was to be made, the existence of the differential duties was one of 
the factors to be taken into account in striking a balance. India imposed these 
duties to serve her own ends, and not to benefit the United Kingdom, but there 
was no reason why, when the exchange of preferences came under discussion, the 
advantages the United Kingdom derived from these duties should not be fully 
weighed. On the contrary in presenting India’s case, it was part of our task to 
make full use of this aspect of India’s tariff policy and to make sure that its impor- 
tance was realised. We believe that we were not unsuccessful, and in turning from 
this subject we desire only to add that it should not be forgotten that, except 
by way of a Trade Agreement, there was no way by which India could obtain a 
return for the advantages conferred by the differential duties. Their existence 
enabled us to conclude an Agreement on much more favourable terms than would 
otherwise have been possible. 

101. If the value of the United Kingdom goods entering Lidia subject to the 
differential duties is added to the value of the goods entitled to preferences under 
the Agreement, and the total is compared with the value of the Indian goods entitled 
to preference, the difference is not great, and the balance appears to be fairly even. 
But this is a crude test, and the fairness of an Agreement cannot with any exact- 
ness be measured in this way. We may point out that the value of the Indian 
goods receiving preference might have been higher by £8 million if we bad abstained 
from asking that the goods specified in Schedule D should be added to the Free 
List. In that case, while the apparent value of the preferences would have been 
increased, no actual advantage to India’s export trade would have accrued, but on 
the coni ran' there would have been some disadvantage. The only test by which 
the value of a Trade Agreement can he judged is the extent to which it results in an 
incrensc in the export trade of the countries concerned or in the retention of trade 
which would otherwise have been diminished or altogether lost. When this test 
is applied we have not the least doubt that the Agreement is advantageous to India, 
not in the sense that what she gains is greater than what she gives, but in the sense 
that what she has gained are solid and substantial advantages and what she has given 
can be given without detriment to any national interest. We have already pointed 
out injChapter II how gravely, in the absence of agreement, India’s position in the 
United Kingdom markets might have been prejudiced. That position has been 
amply secured, while in certain directions fresh openings have been created for the 
extension and development of her trade. The Agreement ensures that in all parts 
of the Colonial Empire Indian exports nail not he placed at a disadvantage as com- 
pared with any other part of the Empire, but will be able to compete on equal terms 
with all. 

102. Certain classes of Indian goods, such as tea, coffee and tobacco, will 
continue to pay duty on entry into the United Kingdom, but a duty substantially 
lower than the duty applicable to similar foreign goods ; the remainder of India’s 
exports will he admitted free of duty, and of these much the greater proportion will 
receive a substantial preference. The free entry of iron and steel goods into the 
United Kingdom during a period when crucial decisions affecting the whole future 
of the industry must be taken has been secured, and an opportunity has been creat- 
ed for industrial co-operation between the iron and steel industries of the two count- 
ries which we believe has great possibilities in the future. On the other side of the 
balance sheet the protection afforded to Indian industries has not been in any way 
impaired, and India retains complete freedom to shape her tariff policy in the 
manner she thinks best. The provision in the Agreement which makes it subject to 
denunciation at six months' notice preserves complete liberty to a new Government, 
in India to make its own decisions and the provision for variation removes any fear 
that the Agreement might operate as a bar to India's industrial progress. Through- 
out the negotiations we have striven to secure for India every advantage which the 
rireum'itmi«»*s in which we were placed enabled us to claim, but without making 
any sacrifices where India’s interests were vitally concerned. Wo do not think we 
have failed. Audit is our earnest belief and hope that the Agreement will bo of 
benefit to both countries and will serve to promote that harmonious co-operation 
oji which the future of both so largely depends. 
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CHAPTER VTU. 

Other matters discussed at the Conference. 

103. Throughout tlie period of the Conference the various Delegations were 
naturally much preoccupied with the negotiation of trade agreements and their 
attention tended to concentrate on these negotiations rather than on the discussion of 
the various items of the Conference Agenda. We have in the previous chapter dealt 
with the items of the agenda which were referred to Committee I. The items referr- 
ed to Committee IV are discussed in the Report of Sir Henry Strakoseli and Sir 
George Schuster, which forms an appendix to our Report. In this chapter we 
propose to deal with the work of Committees II, III and Y. 

104. Committee II examined many important aspects of Customs administra- 
tion, such as drawback, anti-dumping duties, protective duties, the basis of valua- 
tion of goods for tariff purposes, the right of appeal, marks of origin, etc. This 
examination resulted in a valuable exchange of information between the Delega- 
tions. The Conference, however, contented itself with passing a resolution to the 
effect “ that in regard to Customs Administration the aims to be kept in view should 
be • 

(1) The avoidance of uncertainty as to the amount of duty* which would bo 

payable on the arrival of goods in the importing country ; 

(2) the reduction of friction and delay to a minimum : 

(3) the provision of facilities for the expeditious and effective settlement of 

disputes relating to all matters affecting the application of the Cus- 
toms Tariff ”. 

It was also agreed that any measures which Customs Administrations might take to 
safeguard themselves against evasion should be consistent with these principles. 

105. On the recommendation of Committee III the Conference adopted the 
following report on the subject of Commercial Relations with Foreign Countries : — 

" The Committee considered two broad groups of questions affecting the 
commercial relations of the several members of the Commonwealth 
with foreign countries. 

“ In the first place, the Committee discussed the general question of the 
relationship between inter-Commonwealth preferences and the most- 
favoured-nation clause in commercial treaties with foreign powers. 
Each Government will determine its particular policy in dealing with 
this matter, but the representatives of the various Governments 
on the Committee stated that it was their policy* that no treaty obli- 
gations into which they might enter in the future should be allowed 
to interfere with any mutual preferences which Governments of the 
Commonwealth might decide to accord to each other and that they 
would free themselves from existing treaties, if any. which might so 
interfere. They would, in fact, take all the steps necessary to imple- 
ment and safeguard whatever preferences might be so granted. 

“ In the second place, attention was drawn to recent tendencies in foreign 
countries to conclude regional agreements between themselves for the 
mutual accord of preferences which were designed as being exclusive, 
and not to be extended to countries which were not parties to, or 
did not adhere to, the agreements. On this point there was a general 
agreement that foreign countries which had existing treaty obligations 
to grant most-favoured-nation treatment to the products of parti- 
cular parts of the Commonwealth could not be allowed to override 
such obligations by regional agreements of the character in question. 
Particular reference was made in this connection to the question of 
the Danubian States in regard to which preferential treatment was 
in contemplation for the cereal exports of the States concerned, ex- 
ports which constitute a substantial proportion of the world's 
exports of the cereals in question. Hie Committee were, however, in- 
formed that in the discussion which took place at Lausanne on the 
matter, the rights of third countries had. at the instance of the United 
Kingdom, been expressly reserved. 

at 
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15 The Committee recognised that the fact that rights are accorded by most- < 
favoured-nation treatment does not preclude a foreign country from 
seeking the consent of the various Governments of the British Com- 
rnomvealth to the waiver of their rights in particular cases, and that 
these Governments must be guided by consideration of their individual 
interests in deciding whether or not to meet the washes of the foreign 
country concerned, so long, however, as the general principle that 
rights of this kind cannot be arbitrarily withdrawn is fully and care- 
fully preserved. 

“ The Committee would, however, recommend that where two or more Com- 
monwealth Governments share a common interest in any proposal for 
the waiver of particular treaty rights, they should consult together 
with a view to arriving, in so far as possible, at a common policy 

100. The above Resolution is important inasmuch as it draws a clear distinc- 
tion between foreign treaties and inter-Empire trade agreements, and aims at pre- 
serving inter-Empire preferences from any interference arising from existing or 
future foreign treaty obligations. It further encourages joint consultation and action 
by any two or more Governments of the Commonwealth whose interests may be 
threatened by legional agreements between foreign countries tending to override 
existing agreements for the exchange of most-favoured-nation treatment. 

107. The Committee on Methods of Economic Co-operation (Committee V), 
of which Sir Atul Chatterjeo was Chairman, had under consideration many questions 
of interest and importance to India. Foremost among such questions was that of 
the Grading and Standards of Agricultural Products, which was examined by a 
Sub-committee under the chairmanship of Mr. A. W. Street, one of the official 
advisers to the United Kingdom Delegation. 

108. Mr. B. C. Burt represented India on this Sub-committee. The Imperial 
Conference 1030 had drawn attention to the assistance which might be rendered to 
Empire trade in certain agricultural commoditiesby reasonable uniformity of stand- 
ards and grades, and at Ottawa the desirability of achieving common and accepted 
standards at least for minimum grades of primary products was emphasised. In 
its report the Sub-committee dwelt on the importance of developing national stand- 
ards for agricultural produce and of the extreme desirability of securing common 
Empire standards where such are possible ; it pointed out that ‘ many of the coun- 
tries of the British Commonwealth of Nations have adopted national standards 
of quality and packing, which, if harmonised both as to nomenclature and defini- 
tion, would greatly facilitate trading, encourage good will and increase consumption ’. 
The Sub-committee therefore recommended that ‘ the countries comprising the 
British Commonwealth of Nations should work towards the adoption of uniform 
standards for those agricultural products which experience lias shown most readily 
lend themselves to standardisation Both on account of the limited time avail- 
able and because several delegations were without marketing experts, it was impossi- 
ble for the Sub-committee to discuss actual standards for individual commodities, 
but they recommended that, in order to facilitate the unification of Commonwealth 
grade standards, arrangements should be made for an exchange of memoranda des- 
cribing in detail the grade standards in existence in the different countries of the 
British Commonwealth. A suggestion was made, during the course of the discus- 
sion in the Sub-committee, that the United Kingdom Government might well under- 
take legislation requiring oil wholesale trading in suitable commodities, for 
example poultry and eggs, to be conducted on the basis of Commonwealth stand- 
ards. The Sub-committee recognised that, this proposal involved important ques- 
tions of policy and administration, aud that the suggestion had an international 
significance inasmuch as the standards adopted would also apply to foreign produce 
and appreciated the fact that the fixing of standards for staple commodities 
like wheat and cotton is a different matter from the provision of standards for poultry 
and dairy produce ; they al-o realised that the desired objective might be reached 
by other routes not involving legislation. Nevertheless they considered that the 
suggestion should be further explored. "Whether it be enforced by legislation or 
secured by other mean ', tlm adoption o f Commonwealth standards for agricultural 
product* as the basis of wholesale trading in the United Kingdom would mark the 
adoption of a new principle of the highest importance, and any extension of such 
standards to staple commodities might have far-reaching effects on Indian trade. 
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109. The Delegation venture to draw the special attention of the Government 
of India to the report of this Sub-committee. The importance of bettor grading 
standards and more orderly marketing of agricultural produce was clearly stated 
by the Royal Commission on Agriculture and moie recently by the Indian Banking 
Enquiry Committee. As now raised t lie question has a dual aspect.. In the first 
place, other countries of the British Commonwealth have found that the proper 
grading of agricultural produce and the adoption of national grade standards have 
improved their position in the United Kingdom market and helped their export 
trade as well as improving the internal trade in home-grown commodities. Clearly 
India can ill afford to neglect so valuable a means of improving her competing power 
in world markets. In regard to one commodity only, viz., cotton, do satisfactory 
national grade standards exist for Indian produce at present. Secondly, there is 
every prospect that, if the agreement he reached on Empire standards for certain 
commodities, these standards will become very important in international trade 
generally. If India fails to take full advantage of the opportunity now presented 
for consultation with other countries of the Commonwealth she may find later that 
standards not entirely suitable to her own requirements have become firmly establish- 
ed. It is obvious that Empire standards for wheat and barley, for example, which 
took no account of certain special features of the Indian export trade, might fail 
to meet Indian requirements, and might place Indian produce at a disadvantage in 
world markets. There are other instances, e.g., hemp, where the products of other 
Empire countries, though not identical with the Indian product, and thus only 
competing indirectly, still have an advantage over the Indian product due to then- 
better grading. 

110. The question of Industrial Standardisation had been under discussion at 
the Imperial Conference of 1930, and a Sub-committee was constituted bv the Ottawa 
Conference to examine further the same question, with Dr. II. M. Tory (Canada) 
as its Chairman. India was represented on this Sub-committee by Sir Samuel Smyth. 
After examining and recording the progress made since 1930 with industrial 
standardisation in various parts of the Commonwealth, the Sub-committee 
investigated the scope for further standardisation in steel, timber, industrial 
chemicals and agricultural implements and machinery. It recommended that 
the national standardising bodies “ be invited to give immediate attention to 
the subject, of the co-ordination of steel specifications throughout the Empire, 
to include practices as well as materials that committees be appointed 
in the Dominions and India for the purpose of establishing timber specifications, 
including practices, and harmonising them with each other to the grea test pos- 
sible extent ; and that committees be similarly formed for the purpose of estab- 
lishing national specifications in the chemical industry, in regard to both composi- 
tion and methods of testing, and that such committees should co-operate as closely 
as possible, with each other in accordance with the usual procedure Colour 
standards and aircraft specifications were also brought under review. 

111. Finally, in the domain of agriculture, the Sub-committee expressed 
itself in favour of the standardisation of containers for agricultural products-— a re- 
commendation which received the endorsement of the Sub-committee on the grad- 
ing and standards of Agricultural Products — and of the standardisation of the 
parts of agricultural machinery, as distinct from the question of general design. 
On the recommendation of this Sub-committee, tiie Conference recognised that the 
following principles would facilitate the co-ordination of the work of national 
standardisation : — 

(а) That the specifications should be in accordance with the needs of in- 

dustry and fulfil a generally recognised want ; 

(б) That the community of interest of producer and consumer should be 

maintained throughout ; 

(c) That the specifications should be arrived at by general consent ; 

(d) That periodical renew and revision should be undertaken to prevent 

crystallisation and keep the specifications abreast of progress ; 

{<?) That full information regarding the initiation of any specific tf ion and 
progress in it - preparation should without delay be circulated by the 
originating body to the corresponding bodies in other parts of the 
Commonwealth. 
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Th> R-nferenee further t ••commended closer liaison between tbe central standar’d- 
j,in n iiofii-' in tin- diffeient parts of the Commonwealth, and suggested that, with 
ihi - objt (i in view, these bodies should be authorised to call together, periodically 
or othei v.-i-c. tin* R-presentativcs in their respective countries of the corresponding 
bodies. nr persons otherwise designated for the purpose. The Conference also 
Mig!»«'sl«'d thal flu* Trade Commissioners maintained in different parts of the 
Empire by tin* several Commonwealth Governments should, as occasion requires, 
be available to act as liaison officers for this purpose ”, on the understanding that 
Mich consultations should be* purely supplementary to, and should notsupersede, 
the method of direct communication already established between the central 
standardising bodies. 

112. These suggestions will doubtless receive the careful and sympathetic 
consideration of the Government of India and of the various bodies, official and 
unofficial, in India which are qualified to take action upon them. The question 
of industrial standardisation is one which may not yet have aroused much interest 
in India, but its importance should be increasingly realised as Indian industries 
develop and an outlet is sought in foreign markets for Indian manufactures. 

Ji;i. The llon’ble J. W. Downie (Southern Rhodesia) was Chairman of the 
Sub-committee on Industrial co-operation, on which Sir Padamji Gin wala repre- 
sented India. The task of this Sub-committee, like that on Empire Content, 
was lightened by the fact that the subject entrusted to it for examination had been 
ime.-tigated by the Imperial Economic Committee, whose report was available 
to the Conference. The possibility of arrangements being made by the indust- 
rialists in different countries of the Commonwealth to their mutual advantage, 
whereby the industries in which they are interested can be jointly rationalised and 
whereby markets eair be shared, was a matter of special concern to Delegations 
already occupied in negotiating trade agreements with each other. Clearly it 
would he easier not only to negotiate such agreements, but subsequently to carry 
them into effect, but they were based on preliminary agreements between the 
industrialists of the countries concerned. As the Imperial Economic Committee 
had suggested, industrial activities might “ be so directed as to leave to the less 
industrialised Empire country the market in certain classes of goods and to the 
more indust linlised Empire country or countries the market in more specialised 
goods and again. ” in such cases tariffs, where they form a portion of the fiscal 
policy of a country, could legitimately be used to safeguard the agreement, pro- 
vided the Government concerned was satisfied that the agreement was in the 
economic interests of its own country and was calculated to promote Imperial 
iudustri.il co-operation '. 

1 1-f. The icport of the Imperial Economic Committee has a special interest to 
a count n lire India, which attaches great importance to the development of its 
own industrii m bax*<l on its own capital, its own labour and its own material re- 
M)utei , .». and which has embarked on a definitely protective tariff policy with this 
object in view. The icport recognised the need in such countries for progressive 
industrialisation which in its turn imposes upon the older and more industrialised 
countries “ a continuous changing-over from old staple lines to greater specialisa- 
tion both in methods of production and in the products themselves ”. In other 
words, while industrialisation must increase and expand in the less industrialised 
countries, the more highly industrialised countries must adapt themselves to ever 
changing conditions by means of increasing specialisation. The Sub-committee, 
and on rheir recommendation the Conference, recognised the force of these armi- 
iiunt-. and runnier! tbe opinion that it should be ihc object of any policy of in- 
dustrial rn-operatimi within the Commonwealth to secure the best division of 
indie*? rial u< 1 1 \ it u*** among the several parts of the Commonwealth and the ordered 
dev» !*.pn;*-itt of each part, with a view to ensuring the maximum efficiency ,, n( j 
rtonmny of production and distribution. ft urged that the precise, nature and 
ext* m of rie- i o*opr*risi ion to b r * achieved in any particular industry must largely 
d*-p* nd up*>ii c;T<t: ; v*> consultation between tho-e engaged, or proposing to engage 
:n tins; nidn-try in any two or more parts of the Commonwealth. It finally re- 
* omits mi* *1 tu* luM rials -t*- should, through their own responsible representa- 

tivus, arr.,ng>- for mm-nlt sit ions with u view to industrial co-operation, and that the 
Governments cotircrne i should facilitate smd assist such consultations bv all avail- 
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able means. The Delegation endorse these recommendations, and suggest that 
they- should receive careful attention both from the Government of India, from 
Provincial Governments and from Indian States. 

115. The report of the Sub-committee on Films anti Radio contains useful 
and practical suggestions, ft emphasises the importance of the development- of 
cinematograph film production in all parts of the Commonwealth, mid notes that 
much progress has already been made. With regard to Radio, it recommends 
“ closer liaison between the responsible bodies controlling radio in all parts of the 
Commonwealth The question of the development of the cinematograph in- 
dustry in India was recently the subject of enquiry by a committee, whose report, 
was published in 15128. There is evidence to show that this industry has expanded 
rapidly in India, and that- public sentiment is strongly in favour of its further 
development on national lines. In the absence of instructions on the subject we 
were careful not to commit ourselves in any discussions regarding Empire 
quotas. 

116. The Sub-committee on Procedure, which had been appointed to work- 
out a programme for the main Committee on the basis of Part A. 3 of the agenda 
for the Conference (Appendix C), presented no forma) report of its own. It did. 
however, examine the question of Economic Consultation and C'o-operation within 
the Commonwealth, and constituted a special Committee of official experts to 
prepare a summary of the functions and scope of the various organisations which at 
present carry out duties falling under this head. Mr. II. A. F. Lindsay represented 
India on this Committee, whose report is published in the printed proceedings of 
the, Conference, under the title “Report on Existing Machinery for Economic 
Co-operation The report describes the constitution and financial resources of 
eleven existing bodies, which are charged with advisory or executive duties in 
respect of economic questions of all-Empire interest, and the subjects which 
occupy them. An important point which is brought out in this analysis is (he 
extent to which each body is of a truly all-Empire character, i.<\, the' extent, to 
which it reflects the constitutional relationship between the different parts- of the 
Commonwealth as defined by the Imperial Conference of I!)2G. The Report 
proceeds to point out that although there is no evidence of the overlapping between 
these bodies and no reason to think that duplication of effort occurs, yet no definite 
plan has been framed with a view to prevent overlapping. A supplementary 
note by the United Kingdom Delegation draws attention to the desirability of 
assuring a constant and sufficient income to the Imperial Institute, one of the 
eleven bodies under review. 

117. We endorse the recommendation of the Conference that, a Committee be 
appointed, consisting of not more than two representatives of each of the partici- 
pating Governments, to consider the means of facilitating economic consultation 
and co-operation between the several Governments of the Commonwealth, includ- 
ing a survey of the functions, organisation and financial bases of the eleven bodies 
under review, and an examination of the alterations or modifications which may 
be desirable to ensure greater efficiency of the existing machinery for such co- 
operation. We recommend that the Government of India should agree to be 
represented on the proposed Committee, and we desire to emphasise the importance 
of the matters which the Committee will consider. There is no question as to 
the- high value of the work performed by the Imperial Economic Committee, and 
wc consider that suitable arrangements should be made for the continuance and 
reasonable expansion of such work. Xor is there any doubt as to the value to 
India of the research work carried out by the Imperial Myeologica! Institute and 
the Imperial Institute of Entomology or of the work performed by rim Imperial 
Agricultural Bureaux. To all of these Tndia pays annual contributions, and in 
each case satisfactory arrangements now exist for the maintenance of com at t 
with scientific workers in India and for a periodical review of the work done. It i- 
clenrly of importance that there should be no interruption of the work «f tb'--e 
institutions. The research work financed from ?h<- Empire marketing fund ba- 
be on a striking contribution to the scientific resources of the Firmin', s>-i-'n*id< 
investigations of outstanding importance have h ecu carried out and are in pro- 
gress, and a ptoporly planned attack has been made on some difficult piobfems of 
great- economic importance. Grants from the Empire marketing fund have b>**-u 
made to several Empire countries for the investigation of problems for tn<> -tudv 
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of which they possess special facilities, including substantial giants to India for 
jen arch on lice, tea and lac. We note with satisfaction that the Government of 
the United Kingdom will continue to bear the cost of the Empire Marketing 
Board pending the receipt and consideration of the Committee's report. 

(Sd.) ATUL C. CIIATTERJEE. 

„ GEORGE RAINY. 

„ P. P. GINWALA. 

„ ABDUSSAMAD KHAN. ' 

„ HAJI ABDOOLA HAROON. 

„ R. K. SHANMUIvHAM * CHETTY. 

London ; 

19th September 1932. 
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Annex to the Report. 

SUPPLEMENTARY AGREEMENT REGARDING IRON AND STEEL. 

Ixci a House, 
AnmvYcir, W. C. 2. 
22nd September 1932. 


From 

Sir GEORGE RAINY, k.c.s.i., k.c.t.e., 

Delegate for India to the Imperial Economic Conference 1932, 

To 

Bm HORACE WILSON, k.c.b., c.b.e., 

Chief Industrial Adviser to His Majesty's Government. 

Board of Trade, London, S. IF. 1. 

Sm, 

When the Agreement between the British and Indian Delegations was 
made at Ottawa it was found necessary to postpone a final settlement of certain 
questions relating to iron and steel. By Article 1 of the Agreement Ilis Majesty’s 
Government in the United Kingdom undertook to continue after the 15th Novem- 
ber free entry to all classes of Indian goods covered by the Import Duties Act. 
It. was clearly understood, however, between the two Delegations that the conti- 
nuance of the free entry of Indian iron and steel for a longer period than six months 
from the date of the Agreement was dependent on the settlement of satisfactory 
conditions in regard to the tariff treatment of galvanised sheet on importation into 
India. At the same time an understanding was reached that the conditions which 
would be satisfactory to Ilis Majesty's Government in the United Kingdom were as 
follows : — 

(1) On the basis of present selling prices, the duties on galvanised sheet in 

the Indian tariff to be adjusted as follows : — 

Rs. 30 per ton on sheet made in theUnited Kingdom from Indian sheet bar. 

Rs. 53 per ton on sheet made in the United Kingdom from other sheet 
bar. 

Rs. S3 per ton on sheet not made in the United Kingdom. 

(2) In the event of further reductions in the price of sheet imported into 

India and not made in the United Kingdom, the Government of 
India, ns soon as the}’ are satisfied that n fall in prices had in fact 
occurred, .would, without an enquiry by the Tariff Board, take 
prompt, and effective action to meet the situation by the imposition 
of an additional duty. The amount of the additional duly would 
not necessarily be limited to the amount of the price reduction 
actually made, but would be sufficient to make clear the intention 
of the Government of India to maintain prices. 

(3) Each Government would remain at liberty to take appropriate measures 

to prevent sales at unfair prices by the manufacturers in the other 
country, or to check an unnecessary increase in prices against the 
consumer by a combination of manufacturer* in both countries. 

(4) These arrangements to remain in force until action is takmi by the 

Government of India following the next statutory Tariff enquiry 
in India into the Iron and Steel industry. 

2. The Indian Delegation are now prepared to undertake, on lu half of the 
Government of India, that proposals will be placed ’before the Indian Legislature 
Mi3?CD * 



60 


for the* adjustment of the duties on galvanized sheet at the rates set forth in clause 
(1) above, and for obtaining the powers which are necessary to cany out the 
intention of clauses (2) and (3). I have been authorised by my colleagues of the 
Indian Delegation to make this communication to you, and I have now the honour 
to request that you will inform me whether the terms of the understanding have 
been correctly stated in this letter. 


lam, Sir. 

Your obedient servant, 

(Sd.) C4.HAINY. 

Board of Trade, 
London, S. W. 
22nd September 1032. 


Sir, 


I have to thank you for your letter of today’s date on the subject of the 
tariff treatment to be accorded to galvanised sheets imported into India, and to 
confirm that the terms of the understanding which has been reached in this con- 
nection by our respective Governments are accurately set out in your letter. 

I am, Sir, 

Your obedient servant, 

(Sd.) H. ,1. WILSON. 


Sir George Rainy, K.C.S.I., K.C.I.E., 

India House, Aldwych. 

London, \Y. C.-2. 
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APPENDIX “A 

The United Kingdom and Indian Delegations met at 2, Whitehall Gardens, London, on 

Tuesday 24th May, 1932. 

The Right IIoktut. STANLEY BALDWIN, 31.?., leader of tlie United Kingdom Delega- 
tion, spoke ns follows : — 

I should like to begin by offering a hearty welcome to you as the representatives of the 
Government of India and by “expressing the satisfaction of my colleagues and myself that your 
Government has been able to obtain the services of such distinguished and experienced represen- 
tatives. We have for a long period hgd the pleasure of close association with your leader, Sir 
Atul cimttnrjee, both in his capacity of High Commissioner and as a distinguished member of 
the Imperial Economic Committee. ’ We shall also have the advantage in the discussions both 
here and at Ottawa of the knowledge and ripe experience of two cr-Prcsidents of the Indian 
Tariff Board and a man of the wide political influence and experience of Sir. Chetty. I am sorry 
that we have not with us to-day the two other members of your delegation. May I say how 
much 1 should have liked to have had the opportunity of welcoming them too ? 

Gentlemen, this is an historic occasion. For the first time representatives of the Indian 
Legislature and other prominent leaders of Indian political and economic life are met in London 
to discuss with the greatest possible frankness, with the representatives of His Majesty’s Govern- 
ment in the United Kingdom those vital economic problems on the correct solution of which 
the future of our two countries so largely depends. It seems to us thnt the British Common- 
wealth is now at the parting of the ways. Wc in tliis country have abandoned our traditional 
policy of free trade, and we believe that the future welfare of the scattered and diversified coun- 
tries which make up the British Commonwealth of Nations, no less than the welfare of the 
Commonwealth as a whole, depends to a large extent on the adoption of a policy of economic 
co-operation, using that term in its widest sense. The actual development of this co-operation 
rests with the citizens of our countries more than with Governments, but Governments can do 
much to promote it by the method of tariff preferences and by the conclusion, in a spirit of 
mutual trust, of commercial agreements with the object of promoting closer trading relations 
and of removing any existing handicaps to commercial intercourse. Wc meet together ns equals 
having each in view the economic welfare of our own country, but conscious, for our part at least, 
that that welfare is largely bound up with the welfare of the British Commonwealth ns a whole. 
It is, indeed, a heavy responsibility that rests on our shoulders. The choice which lies before 
each of our countries is whether to participate in such an economic Hoc or to attempt to pursue 
a policy of economic isolation. I would remind you that about half India’s import trade and 
two-fifths of her export trade is with the other countries of the Commonwealth, and principally 
with the United Kingdom. 

It is a great responsibility, but I think it is an oven greater opportunity. If, after the next, 
few montlis that wc shall be together considering these questions of liigh policy in what I may call 
the Ottawa spirit of mutual trust, frankness and co-operation, you decide to recommend the 
Government of India nrnl the Indian Legislature to cast their lot with their fellow citizens of 
this great Empire, you will have inscribed your names on a fresh page in the annals of India’s 
history, which will be read with gratitude by your countrymen for generations to come. 

Apart from tlie question of preferential trading with all the considerations of matters of 
detail which it involves. I would like to mention the broader advantages of economic co-opera- 
tion. 1 refer to such matters as the continuance of the free flow of British capital on favourable 
terms to meet India’s public requirements and to stimulate the growth of her commerce and in- 
dustry. You will also, no doubt, be called on to consider the possibility of making tariff agree- 
ments with parts of our Colonial Empire, which are important fields for India’s trade. 

I need hardly remind you that, the Ottawa Conference lias been called together— -I quote 
from the Resolution of tlie Imperial Conference of 1930— because that Conference had not the 
time to examine fully the various means by which luter-lmpcrial trade could best be maintained 
and extended, and with a view to adopting the means and methods most likely io achieve the 
common aim. So long as this country adhered to its traditional fiscal policy, very obvious and 
very narrow limits were set to the means and methods that could he attempted for achieving 
this common aim. But all thnt has now been changed, as I think the following figures show 
very strikingly: In 1930 our retained imports from India were valued at £40,000,009. Of 
this total all but £760,000 consisted of goods which came in free of duty from a!! sources, and it 
was, therefore, only on about 2 per cent, of the trade that we were able to afford a tariff pre- 
ference to Indian products; under the Import Duties Act of this year, duties of 10 percent, or 
more have now b»on imposed on foreign goods, corresponding to £17,000,009 (in 1930} of our 
retained imports from India, while the similar Indian goods enter free of duty, at any rate until 
the loth November. In addition, tea from Indin represented £14,009,099 of our retained im- 
ports in 1930. Thus, on the basis of 1930 figures (which are the latest available), India now re- 
ceives a tariff preference on ns much as SO per cent, of our retained imports from her, in place of 
the 2 tier cent, which previously enjoyed a tariff preference. In the case of ton, you will re- 
member that when the duty was removed in 1929 it stood at 4<d per lb. on foreign ten and 3 id 
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yrib. on tea from Empire countries. This gave a preference to Indian tea of IGj per cent, 
but in reinstating the foreign duty of -Id. per lb. we decided to mark our desired o increase Intex- 
Imptrial trade by raising the preference to 50 per cent., making the duty on Indian tea only 
2d. re-r lb. Tin's preference of 28. per lb. is intended, nnd we are confident cannot fail, to give real 
relief to the hard-pressed Indian tea industry, representing as it does a very substantial propor- 
tion of the price of the competing foreign ten, which has sold on its cheapness, nnd we are confi- 
dent that: our action, nnd still more the reasons which have inspired it, will have been fully 
appreciated in India. Other large items of the India export trade now enjoying preference are 
jute manufactures and coir manufactures, rice, coffee, goatskins, pig-lend and pig-iron, lac, 
ground-nuts, teak, oil-cakes, carpets, undressed leather nnd castor seed. 

As you know, there are still many commodities which arc untaxed in the United Kingdom 
whether they come from foreign or Empire countries. Those in which India is interested 
include raw cotton, raw wool, linseed, cotton seed and manganese ore. This free list was care- 
fully compiled in our domestic interests, a point of special importance being the necessity of 
keeping down the price of the raw materials of the export industries on which we depend for 
our existence. We on this side feel it necessary to mnkc clear at tire outset that in view of 
these domestic interests wc must be far more reluctant to make concessions in respect of commo- 
dities now on the free list than to continue concessions falling within the framework of the Import 
Duties Act. If the Government of India desire discussion of possibilities in regard to items now 
on the free list, we do not wish to rule out any commodity on grounds of principle, but mnst 
mnkc it plain that, before concessions could be considered, reciprocal concessions of outstanding 
importance would have to be offered by India, nnd those would have to he over and above ade- 
quate coucosMons offered in return for the continuance of concessions by His Majesty’s Govern- 
ment under the Import Duties Act. In saying this to you, I am saying no more and no less than 
has already been said to the Dominion Governments. 

Turning now to the other side of the picture — our exports to India — we probably all think 
first of some great branches of trade wliich in recent years have come into a growing competition 
with Indian products— -a competition that has been met with increasingly protective measures 
on the part of India. And here let me say at once no body of responsible and informed opinion 
in this country lias any desire to impede or retard the industrial progress of India on sound 
economic lines. On the contrary we welcome the growing development of your manufactures 
and rejoiced when we found your country included by the League of Nations among the eight 
great industrial nations of the world— a position which they have reached with the active sup- 
port of the British element in your Government nnd with the help of British capital. 

We do not ask India to buy from us what she can economically make for herself. What we 
do ask is that she should reciprocate in the policy to which we have set our hand nnd so shape 
her policy ns to facilitate within reasonable limits the purchase from this country, rather than 
from the foreigner, of the commodities which she requires to import from overseas. 

I am informed that, in respect of certain classes of goods, you have lower duties on British 
than on foreign products, but that this differentiation was, as a matter of historical fact, made 
solely in the interests of India, and without any desire to confer a favour on t-his country or from 
any belief in the policy of Imperial preference. I suppose, therefore, that 1 should be -wrong in 
expressing gratitude for the differentiation, hut I cannot refrain from expressing my satisfaction 
that it has been found to be in the interest of India to do what is undoubtedly in the interest of 
this country nnd I nni confident that in other directions also it will be found that Indian indus- 
tries are complementary rather than competitive with British. There is, in fact, here a favour- 
able field for mutual concessions in the interest of both parties. In the course of our long indus- 
trial history we in this country have learned to produce many highly specialised products — 
some of them belonging to oar great staple industries, such as steel nnd cotton, and others to 
industries of less individual magnitude, but collectively of great importance to this country. 
Many of these India is at present not even preparing to produce for herself. And so we feci 
confident that we have many kinds of merchandise to offer which in her own interests India may 
welcome in preference to foreign goods of the same kinds, provided, of course, .that wc in turn 
continue to give equally valuable preferences to her products. 

Before concluding 1 should like to invite your careful attention to a report of the Imperial 
Economic Committee — that on Imperial Industrial Co-operation — which is on the point of 
being published. The report covers a great deal of ground, but there is one central point to 
which I particularly wish now to direct attention. If the industrial associations in the various 
Empire countries will take the initiative, as some of them arc already doing, in dividing up Em- 
pire markets, so that each country may concentrate on those branches of production for these 
markets for which it is specially fitted by its local conditions, they open up the way for their 
Governments to help them effectively by giving substantial preferences in those classes of goods 
which by agreement are not being manufactured by their own people. 1 wish, however, to 
raphaxbe the point that the matter is one in which the initiative must lie with the business 
interests. 



You have no doubt heard from your Gowranvnt that th>* dUnnwionr preliminary to the 
actual Conference no- intended to I»e of a quit-' informal and provisional cLar.icrer. far eh <U«- 
cushions are already proceeding with rtptV'»uitatives of the- Dominion Governments both >n 
London and in th- Dominion-,. Our r>-pre-<-ntnTivvr in t h" Dominion* have bran furnish'd with 
list* of the pood« in rrap-et of whi"h furth'*r tariff coma. "ions will Ik- specially acceptable to th>* 
count n, and tV* lid-are Lung di«m«o«d by them with representative,* of th- Dominion Govern- 
ments. Fimilatly, in London, torn" of the Dominion repre-entativos are fomb-hius list* of the 
conees'-ion* de-in d by their Government,, end these are Lung di-'cu-.-ed by them with depart- 
mental repre enfativc*. of the British Government. If i< tin* derire of your Government that 
botli .*ide.- of the preliminary di'-eu-vrionx between this country nnd Indi t should lh« combid-d 
with you in London, nnd it has been agreed in the eorreqjondenec that, th n y shall have the Him« 
informal and provisional character no the negotiation* with the Dominions. We propo** to 
appoint a rnmli Committee with Sir Horace WiLon, the Chief Industrial Adviser to fin: 
Majesty's Government, a* f’hnirmnn. to discus? with you or your representatives the question of 
the tarifT treatment of Indian goods in this country and of British good* in India, nnd some 
material cm the latter has Iwn prepared and will be forwarded, to you. May I now Suggest that 
yon should let Sir Horace Wilson know at what time you will be available to l>egin the detailed 
discussions. 

Sm ATUL CITATTERJEE, Lender of the Indian Delegation, replied in the following 
terms : — 

On behalf of the Indian delegation to the Imperial Conference at Ottawa, permit me to thank 
you most sinceiclv for the warm welcome that you have extended to us to-day at the commence- 
ment of our conversations in this country with the official representatives of your Government. 
I need not say how highly I appreciate the compliment ary terms in which you have been pleased 
to speak of my own work in this country during the years when I held the post of High Com- 
missioner in London. Throughout those j-cars I received much kindness and courtesy from all 
officials here and also from the leading industrialists nnd merchants with whom it was my good 
fortune to come into contact, and I am glad of this opportunity to renew my association with 
them. 

You have referred, Sir, to the mutual interests of Great Britain nnd our country in trade 
matters. The trade relations between our two countries have a history of wellnigh four hundred 
years, nnd it would he strange if, in the course of this long period, our economic interest had not 
become closely intertwined. India in normal years is the largest single customer of the United 
Kingdom, nnd in normal years nearly half our imports come from Great Britain. We have in 
the past regretted the fact that the United Kingdom takes only a quarter of our total exports, 
hut we have been fully conscious of the advantages that we derive from the circumstance that 
Great Britain is our largest customer. 

It is a commonplace observation that India is primarily an agricultural country ; our peas- 
ants till the land mainly for growing food crops for their own subsistence. But external com- 
merce is no novel feature of Indian life. Even in the days of the Roman Empire Indian 
exports used to find their way to Europe. The obstacles that this overland traffic between 
India and Europe encountered in the fifteenth and sixteenth centuries originated the discovery 
of the sea routes and established the present connection between England and India. An 
outlet for our surplus agricultural produce must at nil times have been an essential requirement 
for the prosperity of our rural population, and this need tends to increase. In the near future 
the completion of large irrigation project* nnd other agricultural improvements will enable us 
to produce commercial crop*, such ns high-grade cotton, in much larger quantities than we can 
hope to utilise in our own industries. The maintenance and improvement of India's export 
trade in agricultural produce ore therefore a matter of primary interest to us. 

But ns you have observed, Sir, India is developing her industries as well. This again is not 
an entirely new feature in our life, for in the earlier periods of our history our staple exports were 
mainly manufactured commodities. With the progress of the industrial revolution in Ettrojv we 
in India lost ground in this respect, but about fifty year-' ago the Indian Government realised 
the necessity of securing diversify of employment in order to mitigate the rigours of agricul- 
tural calamities consequent on seasonal vagaries, and it tlien became the avowed policy of the 
Indian Government to footer industrial development in the country. During the Grant War it 
was found that Mipplie-, were no longer available from abroad of manufactured goals on which 
India had learned to rely, anti at the same time India was called upon to provide on a Large 
scale, munitions for the Eastern theatres of war. Impressed by the urgency of (he problem, 
the Indian Government sought counsel first from a strongly-constilutucd Industrial Commission 
nnd then from a ENcnl Rommkrion. As th" result, of the advice given by these two authoritative 
bodies, the Indian Government and the Indian Legislature adopted the policy of discriminat- 
ing protection, which ha* now been in force for nearly nine years. 

In giving effect to this policy of discriminating protection, the Indian Governm-urt nnd th" 
Indian Legislature are naturally bound to consider Indian interests. But it has L-m their happy 
experience to find that in at least two important in-dances the interests of India rendered it 



(!<-'!) ra!)! that the duties impo-wd on British manufactures .should ho lower limn the duties im- 
poeed on imports foam ekowhere. I refer to our tariffs on steel and cotton piece-goods. You 
wifi agree, riir, that this f'.':|s-ri>'nre is a favourable omen for the conversations and discussions 
which you have invited us nod which it will he our privilege to undertake. 

You have referred, Sir, to the new orientation of policy in this country. We should like to 
take tfir opportunity of exp re.-, ring to your Government our appreciation of the favour shown 
to in in < omni on with other parts of the Empire in the matter of the fiscal arrangements that hold 
good till ifovemh *r next. The Government of India greatly value the invitation extended by you 
for a di.H-u=rion of future arrangements. Weare deeply grateful for the indications that you have 
given ns to-day of your preliminary views. We look forward to fruitful discussions with your 
representatives. Let me iw-nre you. Sir, that every member of our delegation is animated bv 
a sincere desire to find in our conversations and negotiations the basis of a scheme which wo can 
conscientiously recommend to our Government and our Legislature as conducive to Indian 
interests, but w Inch may at the same time be deemed by yon to be of advantage to this country. 

It is my hope that our meeting to-day and our common deliberations will open a new 
chapter in the economic relations of our two countries. India is vitally dependent on her ex- 
ternal commerce, and she cannot find a market for much of her surplus produce without exchang- 
ing it for goods which she needs and cannot produce herself with equal advantage. It is the 
good furtiine of India to be an integral part of a Commonwealth knit by a common allegiance 
to the pereon and throne of Ilis Majesty the King-Emperor. I believe that it is possible with- 
out sacrificing the interests of any of the member .States to find ties which will bind us together 
into » closer economies union, securing peace nnd prosperity throughout the Commonwealth, 
and thir- contributing to the pence and prosperity of the whole world. 
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APPENDIX “B” 

On the occasion of t lie forma! opening of the Imperial Economic Conference .it Ottawa on 
the 21st July. lf'32, Sir Atul Clmtterjee spok«* ns follows : — 

M ay ) at the ouf«el express the pleasure and gratification of tla* Indian Gov* riment that at 
the invitation of vour Government an Indian delegation t* partieipaf ing in thK Imbum rnri.ering 
in your beautiful capital city. We have travelled far to come here but our reward i- equally 
great. Represent ini' ns we "do one of the older civilisations of the globe, we deem our- elves 
fortunate thus to be brought into rlo-r- contact with one of the newest and nio-t progressive 
nations of the. modern world. 

We appreciate very greatly the most kindly and cordial welcome that was extended to us 
by His Excellency the Governor General this morning and also the very great welcome. Sir, 
that you have extended to us as the Prime Minister of this great country. 

2. Previous speakers, Mr. Prime Minister, have emphasised the momentous importance of 
this Conference and the weighty issues which await the result of our deliberations. The Indian 
delegates feel this very strongly, and it will bo our constant aim to contribute our rlinre to the 
solution of the difficult and anxious problems which surround us, I believe I can best serve the 
purposes which are common to us all if I attempt to explain the point of view from which flu* 
Indian delegation approaches them. The success of this Conference depend* very much outlie 
extent of our sympathetic appreciation of the circumstances in which the representatives of each 
part of the Empire speak to-day — circumstances arising in each country from the course of history, 
nnd created for each of us by the irresistible pleasure of economic forces. I hope I shall not make 
too heavy a demand on your patience, if I try to explnin the position of India. 

In doing this may 1 first of all refer to a circumstance which gives this Conference a special 
significance for India. This is the first occasion on which the leadership of the Indian delegation 
to an Imperial Conference has not been filled by the Secretary of State for India, nnd it marks 
one more stage in India’s advance to complete self-government. The question of trade relations 
occupies the foremost place in our Agenda. Now in the sphere of Customs Tariffs India has 
already achieved autonomy in this sense that, when the Government of India and the Indian 
Legislature arc in agreement the Secretary ofState in London stands aside and does not exercise 
the power of control which is vested in him in our existing constitution. That the leadership of 
the Indian delegation lias fallen to me, and that two of my colleagues have been .‘elected from 
among the members of the Indian Legislature is an implicit recognition of this fact. The Indian 
delegation is unique in this respect that it is not composed of Ministers of the Crown, and that 
the Government it represents, though it does not commend a majority in its Legislature, must 
act in concurrence with that Legislature if in the sphere of tariff' it is to act a, ail. 'I he 
special difficulties arising from this peculiar situation will be obvious and need not Ik? explained 
at length. 

3. I must also refer to the fact that we are at a transition stage in India's cmsututiomil 
advance nnd a stage which is approaching its termination. I he declarations made by H is Majes- 
ty’s Government in the United Kingdom, after they had taken counsel with the representatives 
of India at the Round Table Conference, envisage the next stage ns the establishment of a Fede- 
ral Constitution for a Greater India, including not only British India but the Indian States. It is 
impossible for the Indian Delegation to put this impending change from their thoughts when 
they approach the problems before the Conference. They have to keep in view not only the 
India of to-day but also the India of the future, an India which I hope and believe has a large 
part to play in the British Commonwealth of Nations, bearing its proper share of the common 
responsibilities nnd contributing to the welfare of the whole. It must be the aim of those of us 
who represent India to-day so to perform our task that, while on the one hand India contribute*) 
her share in the present task of economic co-operation in the British Commonwealth of Nations — 
on the other hand the Government of the Greater India to which we look forward in the near 
future remains free to decide nnd shape for itself the future policy in swi ordanee with i!« own 
conception of its position in the Commonwealth. 

4. Turning now to the economic side of the question, I cannot claim for India that in this 
region she occupies any unique position or that her difficulties cannot be parallel, d el— where, 
though then* an* features in her situation which deM rve to la- noticed. Like other part- of tie- 
Empire she has been exj OM>d to the full blast of the economic storm, an*! sine** the gr< at bulk of 
her population belongs to the class of primary producer?*, she. like the Dominions and th* Colo- 
nial Empire, experienced at once the full effect of th** catastrophic fall in pric*-* and all that 
followed from it. As in many of the Colonies, a very high projrortion of J.*-r population ar>- 
directly dependent upon agriculture for then means ofsub'istente. while tie- uv< me*- income, and 
consequently the purchasing power of the people, judge*! by w e-t.-rn standards, i- v. iv low. 
Like most of the Dominions she ha« felt that to secure a due b.dmu •* in her r.siinn.d life, indus- 
trial development is accessary nnd must be steadily pursued. J.ik*- ine*t of the Dominion* 
ftpain, though at a much later date, she adopted a pulley of protection in orrEr that tie* growth 
of industries might 1 h- expedited. In all the-'' respect** India's riivurmt •!«>■*■< resemble tbo-- of 
one pan of the Empire or another. But no Colony and iso Dominion contain*- -s population of 



2W million' — three-fonrihsof the population of the Empire ns a whole ; no other part, of the Em- 
pire contains stich extensive tracts where the density of population produce? a prt'ssure upon the 
soil whirl* is the cause of constant anxiety ; nowhere else in the Empire does the recurring menace 
of famine, brought about by the unequal distribution of the seasonal rains, involve Government 
fiction on anything approaching the same scale. No Dominion and no Colony 1ms a problem 
of military defence of the same scale as India. 

f>. The outlines of India’s fiscal policy are to a large extent determined by the circumstances 
I have attempted to describe. Ihe scale of Defence expenditure and the' limited number 
of sources to which the Central Government can look for revenue, render the mainte- 
nance of tin Customs revenue a matter of great, importance, while at the. same time 
the low level of purchasing power of the great mass of the population makes it 
desirable to keep the general level of duties within moderate limits. In these circums- 
tances the effect on the Customs Revenue of a particular rate of preference requires 
the close?} examination, lest the productiveness of that source of income should be 
endangered. Again there arc commodities which, in the interests of industrial development, 
of public health, or of educational [progress, have been left in India free of duty except 
in a financial emergency so aente as to over-ride the considerations of policy which would ordi- 
narily be applicable. In such cases there can be little scope for preferential rate? of duty’. In 
the third place there are the commodities which are subject to protective duties. The policy 
adopted by India aims at securing an ordered and balanced development and the avoidance 
of some of the dangers and difficulties to which protection sometimes leads. The industries 
selected for protection are only those which arc considered to possess natural advantages that 
would enable them in the long run to dispense with State assistance. In every case the protective 
duty is only fixed after a careful examination by the Tariff Board at a level which will be ndequate 
for its purpose without imposing an unnecessary burden on the consumer. The Government 
of India and tlieir delegation feel that a policy of this kind, deliberately’ adopted and found by 
experience to work satisfactorily, should not he discarded on the eve of a great constitutional 
change. If is of gTcnt importance to the future of India that the scheme of protection should 
be handed over to the new Government in full working order and with its vital principles un- 
impaired. Theoretically, it might seem that preferences in the case of protective duties would 
he excluded altogether, but practically the result has been different. One of the most interest ing 
things about the Indian system of protection is that it has led directly to what has been in effect, 
if not in intention, a preference for Empire goods. In two very important cases, iron and steel 
and cotton piece-goods, it has been found that the imposition of a lower rate of duty on goods 
made in the United Kingdom is entirely consistent with India’s interests. My colleagues and 
I hope that an examination on similar lines of other protected industries may lend to a solution 
which will be in the interests of both India and of other parts of the Commonwealth. 

7. One other aspect of India’s economic position may be briefly noticed in passing. Like 
other parts of the Empire she can neither meet her international obligations nor purchase her 
requirements of manufactured goods unless she can find a market for her raw produce. Her 
exportable surplus of certain commodities may, however, exceed — may even very greatly exceed 
— the Empire’s present capacity to absorb them. India lias to find markets outside the Empire 
for the great bulk of the exportable surplus of her products, although in normal years sliepurcbascs 
a greater proportion of her requirements from within the Empire than from without. These 
are facts which those responsible for India’s welfare have constantly to bear in mind. The dove-, 
iopment of her foreign trade generally is one of her primary interests. But it is not in the m nd 
of any of us here, I am sure, that trade could he confined to Empire channels, and it is the hope 
of the Indian delegation that this Conference may prove to be an important step towards greater 
freedom of trade throughout the world. 

I. There is one item in the Agenda the importance of which cannot be stressed too strongly- 
I mean the inter-relationship of monetary standards of the Empire and the desirability and 
feasibility of restoring and stabilising t lie general level of prices and achieving exchange stability. 
For here we come to factors which nflert the very foundations on which any structure of fiscal 
preferences has to rest. The benefits to production and trade of a preferential system may 
easily he swipt away unless it is supported by a monetary and credit policy which assures a 
res' oroide measure of stability of general wholesale prices. Above all things it is essential 
tl at the If re} of prices should be such as to re-establish equilibrium with costs and the burden 
of fdl fix id and semifixed money obligations. The precipitous fall in the level of whosesale. 
prii in the last tliree years has created diseqmlibria of a character amt an intensity- which have 
had, sr.d continue to have, the most unfortunate and dangerous consequences on the eeonom c 
life si d on the public and private fin ft nr os of all countries, but particularly of count ries, like India 
which are mainly engaged in the production of primary commodities, 

iMrirmr.rd treasures of re-adjustment arc urgently necessary, and I desire to express the 
ran til hope that the Conference may !»• able to reach agreement on a plan which will bring about 
thl desired er.d. Although for the full attainment of this end world -wide co-operation will 
he ry, much c»n be accomplished at Ottawa a# a preliminary to international discussion. 
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Moreover if n lead is given by ns here it will liave a potent influence towards restoring genera! 
confidence. Let me emphasise that India regards the monetary problem as one of vita! and 
urgent importance. 

9. I have only one word to say in conclusion. In speaking on preferential tariffs 1 have 
dealt so fully, Mr. Prime Minister, with our special difficulties that I may have seemed to attach 
more weight to them than to the common aim mid purpose which brings us together. I hope 
tliis is riot the impression I have produced. The Indian delegation hns come to Ottawa in the 
hope and the belief that between the various parts of the Empire agreements can he reached 
which will be mutually advantageous to the countries concerned and harmful to none. It is in 
this spirit that they will strive to play their part in the work of the Conference. 
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350 milli ons — three-fourths of the population of the Empire aa a whole ; no other part of the Em- 
pire contains such extensive tracts where the density of population produces a pressure upon the 
soil which is the cause of constant anxiety ; nowhere else in the Empire does the recurring menace 
of famine, brought about by the unequal distribution of the seasonal rains, involve Government 
action on anything approaching the same scale. No Dominion and no Colony has a problem 
of military defence ol the same scale as India. 

5. The outlines of India’s fiscal policy are to a large extent determined by the circumstances 
I have attempted to describe. The scale of Defence expenditure and the limited number 
of sotirces to which the Central Government can look for revenue, render the mainte- 
nance of tin Customs revenue a matter of great, importance, while at the same time 
the low level of purchasing power of the great mass of the population makes it 
desirable to keep the general level of duties within moderate limits. In these circums- 
tances the effect on the Customs Revenue of a particular rate of preference requires 
the closest examination, lest the productiveness of that source of income should be 
endangered. Again there are commodities which, in the interests of industrial development, 
of public health, or of educational [progress, have been left in India free of duty except 
in a financial emergency so acute as to over-ride the considerations of policy which would ordi- 
narily be applicable. In such cases there can be little scope for preferential rates of duty. In 
the third place there are the commodities which are subject to protective duties. The policy 
adopted by India aims at securing an ordered and balanced development and the avoidance 
of some of the dangers and difficulties to which protection sometimes leads. The industries 
selected for protection are only those which are considered to possess natural advantages that 
would enable them in the long run to dispense with State assistance. In every case the protective 
duty is only fixed after a careful examination by the Tariff Board at a level which will be adequate 
for its purpose without imposing an unnecessary burden on the consumer. The Government 
of India and their delegation feel that a policy of this kind, deliberately adopted and found by 
experience to work satisfactorily, should not be discarded on the eve of a great constitutional 
change. It is of great importance to the future of India that the scheme of protection should 
he handed over to the new Government in full working order and with its vital principles un- 
impaired. Theoretically, it might seem that preferences in the case of protective duties would 
be excluded altogether, but practically the result has been different. One of the most interesting 
things about the Indian system of protection is that it has led directly to what has been in effect, 
if not in intention, a preference for Empire goods. In two very important cases, iron and steel 
and cotton piece-goods, it has been found that the imposition of a lower rate of duty on goods 
made in the United Kingdom is entirely consistent with India’s interests. My colleagues and 
I hope that an examination on similar lines of other protected industries may lead to a solution 
which will be in the interests of both India and of other parts of the Commonwealth. 

7. One other aspect of India’s economic position may be briefly noticed in passing. Like 
other parts of the Empire she can neither meet her international obligations nor purchase her 
requirements of manufactured goods unless she can find a market for her raw produce. Her 
exportable surplus of certain commodities may, however, exceed — may even, very greatly exceed 
— the Empire’s present capacity to absorb them. India has to find markets outside the Empire 
for the great bulk of the exportable surplus of her products, although in normal years she purchases 
a greater proportion of her requirements from within the Empire than from without. These 
are facts which those responsible for India’s welfare have constantly to bear in mind. The deve-, 
lopment of her foreign trade generally is one of her primary interests. But it is not in the m nd 
of any of us here, I am sure, that trade could be confined to Empire channels, and it is the hope 
of the Indian delegation that this Conference may prove to be an important step towards greater 
freedom of trade throughout the world. 

8. There is one item in the Agenda the importance of which cannot be stressed too strongly- 
I mean the inter-relationship of monetary standards of the Empire and the desirability and 
feasibility of restoring and stabilising the general level of prices and achieving exchange stability. 
For here we come to factors which affect the very foundations on which any, structure of fiscal 
preferences has to rest. The benefits to production and trade of a preferential system may 
easily be swept away unless it is supported by a monetaiy and credit policy which assures a 
reasonable measure of stability of general wholesale prices. Above all things it is essential 
that the level of prices should be such as to re-establish equilibrium with costs and the burden 
of all fixed and semi-fixed money obligations. The precipitous fall in the level of whosesale 
prices in the last three years has created disequilibria of a character and an intensity which have 
had. and continue to have, the most unfortunate and dangerous consequences on the econom c 
life and on the public and private finances of all countries, but particularly of countries, like India 
which are mainly engaged in the production of primary commodities. 

Determined measures of re-adjustment are urgently necessary, and I desire to express the 
earnest hopethntthe Conference may be able to reach agreement on a plan which will bring about 
this desired end. Although for the full attainment of this end world-wide co-operation will 
be necessary, much can be accomplished at Ottawa as a preliminary to international discussion. 
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Moreover if a lead is (riven by us here it will have a potent influence towards restoring general 
confidence. Let rne emphasise that India regards the monetary problem as one of vital and 
urgent importance. 

f). I have only one word to say in conclusion. In speaking on preferential tariffs T have 
dealt so fully, Mr. Prime Minister, with onr special difficulties that I may have seemed to attach 
more weight to them than to the common aim and purpose which brings us together. I hope 
this is Hoi the impression I have produced. The Indian delegation has come to Ottawa in the 
hope awl the belief that between the various parts of the Empire agreements ran be reached 
which will be mutually advantageous to the countries concerned and harmful to none. It is in 
this spirit that they will strive to play their part, in the work of the Conference. 
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APPENDIX C. 

Agenda of flic Imperial Economic Conference, 1932. 

A. General Trade Questions — 

3. Examination of aspects of general trade and tariff policy and ndimnist ration affecting 
Empire trade, including intn alia, the following subjects : — 

(а) Recognition of the principle of reciprocal tariff preferences within the Commonwealth ; 

(б) General application of existing and future tariff preferences within the Common- 

wealth ; 

(c) Extension to other parts of the Commonwealth of tariff advantages accorded 1-* 
foreign countries ; 

(</) Determination of percentage of “ Empire Content ” necessary to secure preferential 
tariff treatment ; 

(c) Export bounties arid anti-dumping duties within the Commonwealth. 

2. Commercial Treaty Policy with respect to foreign countries, including, inter alia : 

(a) Relation of inter-imperial preferences to concessions to foreign countries ; 

(b) Interpretation of most-fnvoured-nation clause, particularly with reference to the 

development of regional preferences nnd of systems of import quotas. 

3. Consideration of the appropriate basis and means of effecting intcr-Imporial economic 
co-operation, including review of existing agencies, examination of the report, of the Imperial 
Economic Committee on Industrial Co-operation, nnd discussion of communications and of 
research and standardization. 

B. Monetary and Financial Questions — 

Consideration of existing inter-relationships of the various currencies nnd monetary stan- 
dards of the Empire, nnd of the desirability and feasibility of taking steps to restore and 
stabilize the general price level nnd to stabilize exchange. 

C. Negotiations of Trade Agreements. 


i z 
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APPENDIX D. 

Rcpnrl on (he Discussion of Monetary and Financial Questions at the Imperial 
Economic Conference, Ottawa, 1932. 

J. We were appointed Delegates to the Imperial Economic Conference at Ott.v.vn " with 
a view to the discussion of mich monetary and allied problems ns mnv be taken up by the Confer- 
ence,” nnd, on the completion of the mission thus assigned to us, we have the honour to submit 
t he following report . 

2. As originally' conceived in 10. '50, the scope of the Conference was limited to commercial 
and fiscal questions. Since then, however, the outlook has undergone drastic modification as 
the intensity of the world-wide economic depression has deepened and its nature has been more 
accurately perceived. Not- only has the problem of recovery assumed an importance of vital 
urgency, but it has come increasingly to be realised that among the factors of dominant signifi- 
cance in the direction of monetary policy. A growing body of informed opinion places the 
operation of the monetary factor in the forefront of the elements responsible for creating nnd 
prolonging the depression, nnd, while fully recognising the necessity for radical measures in other 
fields, such as international war debts, barriers to international trade, exchange restrictions, 
etc,, maintains that a rightly directed monetary policy, applied over a wide area, is perhaps the 
most powerful instrument for the promotion of recovery ns well as for the subsequent prevention 
of such calamitous disturbances. 

3. This trend of thought, combined with the world-wide economic nnd financial convulsions 
resulting from the disorganisation of the world's monetary system, led irresistably to the realisa- 
tion that so important a subject could not rightly be excluded from the discussions at Ottawa, 
a view which found effective expression in the Canadian House of Commons last February, nnd 
which readily commended itself to all the participating Governments. It derived further 
strength from the decisions of the Lausanne Conference. Not only did that gathering take an 
important step towards the removal of a highly pernicious factor in international economic rela- 
tions, the continuance of which would seem to render impossible any sustained improvement, 
but it also resolved on the convention of a world conference for the purpose of considering, 
among financial matters, the questions of monetary and credit policy, exchange difficulties and 
the level of prices. Occurring between these two important assemblies, the Ottawn Conference 
presented a specially favourable opportunity for an exclmnge of views between the influential 
group of Governments within the British Commonwealth. At the same time, it was perhaps 
inevitable that the new prospect of the full international conference should have tended to 
limit the scope of the discussions and to engender caution in the statement of conclusions lest 
prejudice to the wider discussions should result. 

4. In section B (Monetary nnd Financial Questions) of the Provisional Agenda, which was 
prepared by the Government, of Canada in consultation with the other Governments of the 
Commonwealth, our business was defined ns follows : — 

“ Consideration of existing inter-relationships of the various currencies and monetary 
standards of the Empire nnd of the desirability and feasibility of taking stops to 
restore nnd stabilise the general price level nnd to stabilise exclmnge.” 

r>. Although this task represented a specially defined aspect of the activities of the Con- 
ference. ns distinct from the strictly commercial items included in sections A nnd C of the Agenda, 
it is obvious that there was a close inter-connection between the two sides. Monetary and 
commercial policy react in many important ways upon each other. Hence it was necessary to 
maintain close contact with our colleagues on the trade side of the Delegation, nnd we ore happy 
to think that there was a full concurrence of views between us throughout the proceeding-.. 
Before leaving London, we were able to discuss with them and to reach complete agreement 
upon the policy to he pursued at Ottawa, and co-operation was maintained throughout rim 
Conference itself. In particular we were glad to have the advice and assistance of Mr. Clsett y, 
who followed the proceedings of the Committees with us at most of the important meetings. 

fi. The procedure in regard to monetary matters was similar to that adopted in the rase of 
the other main items of business. Almost all the Heads of Delegations included in their speeches 
at the opening Pierian’ Session a brief reference to their interest in the question. There follows! 
the appointment of Committee No. ■( on Monetary and Financial Questions, under the Chair- 
manship of the Canadian Minister of Trade and Commerce, to which was referred the tr,4; de- 
fined in the Agenda as quoted above. It proceeded first to hear from each Delegation an ex- 
position of its own financial and economic position. These statements and the Miloeqorjjj 
exchanges of view made it clear that all the Delegations wished to concentrate upon the funda- 
mental task of determining the best monetary policy within the limits of -existing currency 
svstems and according to the established methods of their management. None of the Delega- 
tions showed any inclination to consider any of the novel monetary schemes which have lx.*n 
canvassed in recent times, such ns an Empire Currency. Accordingly, the essential j-Mjes, ax 
immediately referred to a Sub-Committee, were defined in the following temu;— 

“ (a) Is it possible or desirable by action on the part of the member count rie* of fin: 
Empire, or a larger group, to raise the general level of prices, and, if so, by what 
means nnd to what csteut ? 
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(6) Is it possible or desirable to stabilise' currencies within the Empire ? If so, on what 
basis and by what means ? ” 

After some preliminary discussion it was decided by the Sub-Committee to entrust the pre- 
paration of an agreed statement upon these questions to a small technical Committee. The 
statement was cast in the form of a set of resolutions, couched in general terms, and embodying 
the lines of policy upon which harmony of opinion was found to exist. The resolutions were 
forwarded through the Sub-Committee to the main Committee without substantial modifica- 
tion, and their adoption by the Conference marked the conclusion of the proceedings on this 
item of the Agenda. 

7. The main element in the ease which it was our duty to lay before the Conference was the 
pressing importance of immediate and concerted measures to raise the general level of whole- 
sale prices. As the Leader of the Delegation said in his speech at the opening Plenary Session, 
“ The precipitous fall in the level of wholesale prices in the last three years has created dis- 
equilibria of a character and an intensity which have had, and continue to have, the most 
unfortunate and dangerous consequences on the economic life and on the public and private 
finances of all countries, but particularly of countries, like India, which are mainly engaged in 
the production of primary commodities.’’ Prom the point of view of the vast majority of the 
people of India, a strain which could not permanently be borne has been created by the great fall 
in the prices of the commodities they produce, and by the consequent increase in the real burden 
of those charges which are usually fixed in terms of money, such as interest, rent, taxes, etc. 
A gap, in fact, has arisen between selling prices and costs of production which it is essential to 
close. From the point of view of Government, the decline in the value of Indian exports has 
reacted seriously upon revenue and necessitated drastic retrenchments and the increase of 
taxation, while its effects on the balance of trade in merchandise have not only rendered difficult 
the conduct of Government finance but have also put a great strain on the monetary system. 
Something has been achieved towards lessening these strains in the case of India by the fact that 
since last September the sterling price-level has followed a more favourable course than that of 
gold prices. But the essential need is an early and substantial rise in sterling wholesale prices. 
A rise in the level of both gold and sterling prices would, of course, be the most desirable result ; 
but, short of this, a rise in sterling prices would be of considerable value to India, while, in our 
opinion, such a rise might also favourably react on gold prices and on the economic position 
throughout the world. The wider task of achieving co-operation to produce a rise in gold prices 
could obviously not be accomplished at Ottawa, and our endeavours were mainly directed to 
reach agreement, and especially to obtain a declaration from the United Kingdom, that mone- 
tary policy would be steadily directed to achieving a rise in sterling prices until an equilibrium 
was re-established between the cost of production on the one hand and the level of wholesale 
prices on the other. 

8. At the same time, it was clearly impossible for the Conference to ignore the far-reaching 
significance in the fiscal sphere of fluctuations in the exchanges of the Empire countries. Not 
only is it essential to the successful development of inter-imperial trade (which is the object of 
any preferential tariff system) that stability of exchange should be maintained, but a prefe- 
rential system itself may be rendered meaningless by alterations in the values of currency as 
between the countries concerned. For currency depreciation constitutes in effect an additional 
tariff, the effect of which may easily be to eliminate the benefits of a carefully adjusted prefe- 
rence. To have ignored this aspect of the monetary question would have been to run the risk 
of stultifying the primary objective of the Conference. 

9. Annexed to this report are the two statements which we made before the monetary 
Committee, from which may be gathered in greater detail the facts upon which our argument 
was based and the general lines upon which we urged that Imperial monetary policy should be 
conducted. In presenting our case we were fortunate in having the close concurrence and 
support of the Australian and New Zealand Delegations, ’both representing countries, like 
India, concerned mainly with the production of primary commodities, and both anxious to rely 
on the direction of sterling monetary policy to achieve the desired re-adjustment of the general 
level of wholesale prices. The position pf South Africa in regard to gold production, and the 
close connection of Canada with the financial system of the United .States, naturally compli- 
cated the position for the Delegations from these countries in relation to a policy which might 
have the effect of raising sterling prices regardless of the course of gold prices. Naturally, also, 
the international interests of the United Kingdom, and the magnitude of the practical problems 
confronting the monetary authorities there, necessitated a considerable degree of caution in 
the expression oh views and the enunciation of policy. Nevertheless, we were able to reach 
an encouraging degree of unanimity on the general aspects of the problem, while on all 
points it was of the highest value to have such an opportunity for a full and frank exchange 
of information and opinions. 

10. We reproduce below the full text'of the resolutions which emerged from our delibera- 
tions. 
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1 

“ (<:) A rhe throughout the world in the general level® of wholesale prices is in highest 
degree desirable. The evil of falling prices must he at tacked by Government nml individual no- 
tion in all its cnu'-e= whether political, economic, financial, or monetary. 

, (h) For dealing with the problem in its widest aspects the Govornmeri te rvpresc n ted at this 

Conference record their conviction that intermit ionnl action in urgently necessary and annnmice 
their desire to co-operate with other nations in any practicable measures for raising wholesale 
prices. 

(c) The Conference has considered what action can be taken by the nations of the Common- 
wealth to help towards raiding prices. 

As regards monetary factors, the Conference recognizes that the central position of flm 
United Kingdom, not only among the countries of the Commonwealth hut in world trade and 
finance, makes the United Kingdom n main factor in anything that can be done. The Confer- 
ence therefore welcomes the following statement made 'on behalf of flic United Kingdom by the 
Chancellor of the Exchequer 

" His Majesty’s Government desire to see wholesale sterling prices rise. The best condi- 
tion for this would be a rise in gold prices and the absence of a rhe in gold prices 
inevitably imposes limitations on what can be done for sterling. A rise in prices 
cannot be effected by monetary action alone, since various other factors which 
have combined to bring about- the present depression must aim be modified or re- 
moved before a remedy is assured. His Majesty’s Government nevertheless re- 
cognise that an ample supply of short-term money at low rates may have a valuable 
influence, and they arc confident that the efforts which have successfully brought 
about the present favourable monetary conditions can and will, unless unforeseen 
difficulties arise, be continued.” 

(d) The Conference recommends the other countries of the Commonwealth represented 
here to act in conformity with the line of policy ns set out in the statement, of the Chancellor of 
the Exchequer, so far as lies within their power. 

In the monetary sphere the primary line of action towards a rise in prices should be the crea- 
tion and maintenance within the limits of sound finance, of such conditions as will assist in the 
revival of enterprise and trade. Among these conditions are low rates’of interest and an abund- 
ance of short-term money. While regard must be had to the different conditions applying to 
various types of loans, the rate of interest for all purposes should be kept ns low ns financial 
conditions permit . At the same time it is necessary that these favourable monetary conditions 
be achieved, not by the inflationary creation of additional means of payment to finance public 
expenditure, but by an orderly monetary policy, safeguarded if the necessity should arise, by 
such steps as will restrain and circumscribe the scope of violent speculative movements in commo- 
dities or securities. 

It must be kept in mind, however, that the success of any such policy will be hampered and 
might be nullified by the failure to modify or remove important non-monctary obstacles. Of 
the non-monctary factors which are depressing the level of prices many are of international 
character and require an international remedy. The nations of the Commonwealth should, 
nevertheless, take all steps that lie in their power to increase public confidence, especially in the 
field of business enterprise, and to facilitate trade. 

(c) The Conference recognises the great importance io traders of stability of exchange rates 
over ns wide an area as possible. The complete solution of this problem must await the restora- 
tion of conditions for the satisfactory working of an international standard as referred to below. 
In the meanwhile, and pending such solution, this Conference has considered tie- possibility of 
achieving valuable results in two directions — first by creating an area of stability* among count- 
ries regulating their currencies in relation to sterling ; and secondly, by avoiding wide day-to day 
fluctuations between sterling and gold. 

As regards the latter,! lie Conference has noted with satisfaction that the United Kingdom has 
already established machinery aimed at preventing wide fluctuations in the gold value of sterling 
caused by speculative movements. As to the former, the Conference recognizes {Im value of 
the countries within the Commonwealth whose, currencies am linked to sterling maintaining 
stability* between their exchange rates and look* to a riV in the general level of wholesale prices 
as the most desirable means for facilitating this result. 

II 

The Conference recognizes that the ultimate aim of monetary policy should !v> the rc-terntinn 
of a satisfactory international monetary standard. Such a standard should ro function s* no! 
merely to maintain stable exchange rates between all countries, hut a ho to ensure the jn:ateh 
and efficient working of the machinery of international trade and finance. 
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This postulates international agreement among the great trading nations of the world, and 
while certain of the States here represented hold very definite views on the question of the most 
desirable standard the Conference refrains from making any recommendations on the subject in 
anew of the fact that the question is shortly t-o be discussed at an international conference. There 
are, however, several conditions precedent to the re-establishment of any international monetary 
standard. The most important among them are : — 

A rise in the general level of commodity prices in the various countries to a height more in 
keeping with the level of costs, including the burden of debt and other fixed and 
semi-fixed charges ; and an adjustment of the factors political, economic, financial 
and monetary, which have caused the breakdown of the gold standard in many 
countries, and which, if not adjusted, would inevitably lead to another breakdown 
of whatever international standard may be adopted. 

It is also in the view' of the Conference of the utmost importance to the future working of 
any international standard that international co-operation should he secured and maintained with 
a view to avoiding, so far as may be found practicable, wide fluctuations in the purchasing power 
of the standard of value. 

11. These resolutions we believe to represent a useful achievement in the declaration of the 
aims which should guide monetary policy at the present juncture. In particular, they contain 
a statement of the policy of the United Kingdom, which, though drafted in cautious terms, may 
properly, we think, be interpreted as indicating an intention that the right action in the mone- 
tary sphere, for which we pressed, shall be persisted in until recovery has been attained. Pro- 
vided this is done, it is unnecessary to insist on any differences of opinion as to the relative em- 
phasis which should be placed upon the various factors in the situation. Further, we are satis- 
fied that the concluding stipulations as to the conditions which must precede the restoration of 
an international standard of value should go far towards ensuring that no premature attempt 
is made to return to such a standard, and that the paramount necessity is recognised of first res- 
toring a satisfactory level of wholesale prices in terms of such a standard. 

12. We believe that, if the problems and aims adumbrated in these resolutions are pursued 
and developed at the world economic conference, the combined results of that gathering and 
of Ottawa should be of very substantial help in restoring the fundamental conditions for the 
resumption of orderly economic progress. 


London, the 19th September 1932. 


(Sd.) HENRY STRAKOSCH. 
(Sd.) GEORGE SCHUSTER. 
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ANNEX l. 

STATEMENT MADE BY SIR GEORGE SCHUSTER AT A MEETING OK THE H)M- 
MITTEE OX MONETARY AND FINANCIAL QUESTIONS ON 2»TH JULY, 1*0,2. 

I {-hall ( my remark* to n description of the actual offer t»- on India of r- . on: OH 
ill price!-. leaving to Sir Ib-nrrSlrako-cli the task of more genera! treat merit ft i. not ;> '-e.--.iry 
to cuter into elaborate detail fi«r the main feature*: of onr }K>-ition an- similar if> t?io,v air- udy 
described for otlier countries. Hut there are special features in the *»f India. It? im-:-- 
sire makes our problem-- more serious, while the conditions of the people and the present poli- 
tic-id situation import considerations which an: not present in the e«°e of *!.-• --flier Empire 
countries. 

The position lias to be considered in two broad divisions first, the -mnomie condition 
throughout the country, that, is tossy, the eiTects of what lias happened on tlm ma---.es of the 
people ; secondly, the reactions on the budgetary and financial position of the Government. 

India has a population of 35*1,000,000. Although she has achieved important incln-driai 
development she is Mill essentially an agricultural country. Over 70% of her vn-4 population 
rely directly on the cultivation ofthe soil for their livelihood, mainly a® small cultivator.-, on then- 
own account. They ding to the soil, and the laws of inheritance lead to the divi-duti of i lie land 
into ever smaller holdings. The average standard of life i«. to tho«e accustomed id ’Western 
standards, incredibly low. While the people live mainly on their own produce they require 
money, first, to meet their fixed charges, land revenue to the Government, rami! dues in irri- 
gated areas, in some parts rent to private landlords, and, most important of all. interest on their 
debts to the money-lenders, for the ordinary cultivator in India is nhvay.- heavily indebted ; 
and secondly, to purchase certain absolute necessities, such as cotton piece-goods kerosene, 
salt. As regards both these requirements for money they hate suffered very .-evenly from 
the fall in prices. In the case of the first — their fixed money obligations— thi 1 - mii'-i obviously 
he so, while ns regards the second, the prices of the necessities which they have to buy have not 
fallen to anything like the same extent as those of the produce which they have to sell. Our 
general position in this respect is similar to that of New Zealand, ns explained by Mr. Contes in 
Ids speech at the opening of this Conference. The index number. lm°ed on 10(1 for ltd-1, for 
Indian exports has fallen from nn average level of 138 in 1828 to 78 in April 11*32. while the 
general index figure of internal prices in India for imported commodities had only fnll-n from 
145 to 124. There has thus in the last three years been a fall of about 49% in the, price? of ex- 
ported goods as compared with the fall of 13% in the prices of imported goods. Rut the position 
of the poorest classes is really worse than these general figures indicate. It can be most clearly 
understood by taking typical commodities which the ordinary agriculturist line to buy and sell. 
Thus in April Inst the index figures (based on 100 for 1914) were for cereals fit-, raw jut- 45, 
hides and skins 52, cotton 89, On the other hand the figure for cotton piece-goods was 127 
and for kerosene 101. The comparative stability of the interim! prices for tlio-e goods b part ly 
due to the fnct that the basic prices of manufactured and semi-manufactured goods have fallen 
less thnn for primary products, and partly to the increase in customs import duties which the 
necessities of the financial crisis have forced the Government to impose. 

The figures sufficiently indicate how difficult the position of the small cultivator has become. 
For the prices which lu- is now realising for his “ money crops " are in many case- only about 
half the pre-war prices, while his fixed charges have probably in most ease.- increased and tin- 
cost of his necessary purchases is much higher. The margin of cash which b<- can realise b thus 
totally inadequate to meet his needs. In these circumstances lie is forced either to n Mrirt lib 
own consumption of the foodstuffs which lie produces, or to part with any property which he 
may have (cash savings, gold and silver articles, etc,), or to get more deeply into debt. Timm 
is clear evidence that recourse to all three of tlu-se methods has been general during the past 
eighteen months. The Provincial Governments have done their utmost <<- im-et the situation 
by remissions of land revenue, canal dues, etc., and by forcing reduction 0 of rent . Rut tln-ir own 
financial difficulties impose limits on their powers in this direction, while even a total mnb-ion 
of their levies would not fill the gap. 

I may turn now to the effects on the budgetary and financial po.-itkm. 

The economic deprcs>ion has caused a drop of unparalleled) magnitude in India's Trade 
and consequently in Government revenue. The average value of India'- po-t-w.-.r trad- in 
merchandise (».<*.. for the ten yearn ending .March 31, 1939) was exports, 523 crore* /about 
£24 8 j million sterling) and imports, 242 cr-ores (al-out £181 1 million Medina) -iu-wing a favourable 
balance of 83 cron- (£62 million Merlin'.:). For 1931-2, however. tlie figures had dropped to 
less than one-half, namely, exports, ICO crnre« (£120 million sterling), import-, 125 ejtMv 
(£92 million Merlins), finmirabD l-r-iunu-. 45 cron-? (£28 million Merlins), while, m- 1 -hall 
explain later the figure 0 up-to-date for the current year are rnu< h worse. The two rigtaficant 
fact?: here are, first, the drop in the total values and -■-rnudlv, the dr--n it- tlw favourable 
MiaVOD 
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balance. It is the former which mainly affects the budgetary position with which I will deal first. 
The drop in values indicates that custom revenues on which we rely for two-thirds of our tax 
revenue, would without increasing the rates of the duties have been halved. The general falling 
off in trade is equally affecting income-tax receipts, while railway revenue has dropped in a 
manner which is causing most serious embarrassment to the Government’s finances. I may 
indicate the magnitude of our railway interests by saying that the Government of India had 
752 crores, or £5G4 million sterling, invested in its railways, and that in a normal year the gross 
traffic receipts from this system sliould be about 110 crores, or £83 million sterling, annually. 
The receipts will probably be less than 80 crores, or £G0 million sterling, for the current year. 

To meet the situation of which I have just given the salient features, the Government has 
had to take drastic measures both to restrict expenditure and to increase taxation. But the 
scope for economies in the case of the Government of India is limited. The main charges of 
the Central Budget are for Debt Sendees and Defence. Out of a total budgetary expenditure 
in 1929-30 of about £100 million sterling, the cost of ordinary civil administration was only about 
£9 million sterling. Army expenditure accounted for about half the balance. The case of 
military expenditure is particularly worth noting, because it affords a good illustration of the 
difficulty of adjusting post-war standards to an economic level which has fallen much 
lower than the pre-war level. Pre-war military expenditure was 29 crores, say £21 million 
sterling, but the post-war military budget four years ago had been stabilised at 55 crores, or 
£411 million sterling, nearly twice the pre-war figure. And yet we now maintain 16,000 less 
British troops in India than we had before the war. The difference is mainly accounted for by 
the higher standard of efficiency which the war proved it necessary to maintain, to higher rates 
of pay and to other special features, such as the addition of war pensions. IVe have for 1932-3 
reduced the figure to 461 crores, or about £34-1 million sterling, including cuts in pay. We 
cannot get it appreciably lower without reducing fighting troops on a large scale. The dangers 
of such a course just now are obvious. On the civil side we have made severe economies but 
this had meant cutting down administrative services and Public Works expenditure to a low 
level which cannot safely be maintained. The scope for economies being thus limited it has, in 
order to fill the gap, been necessary to impose very heavy increases in taxation. To explain 
shortly what has been done I may say that, while our normal tax revenue has since the war 
averaged about 75 crores (£56 million sterling), I have been forced during the last two years to 
impose new taxes calculated to yield 34 crores (£25| million sterling), an increase of nearly 50%. 
Yet, on present indications even this may prove insufficient if the present low level of prices 
continues. 

The figures which I have given indicate how great are the budgetary difficulties, but the 
intrinsic position is not fully revealed by these figures. In order to explain this one must turn 
to the second point, the balance of trade. Before the war India could, taking the average of 
the ten pre-war year figures, rely on a favourable balance of exports over imports of mer- 
chandise of about 72 crores (£54 million sterling). I have already given figures showing that 
for the ten post-war years to the end of March 1930 the average favourable balance had increased 
to 83 crores (£61 million sterling), and that for 1931-2 the balance had been reduced to 34 
crores (£251 million sterling). But the position since the close of the last financial year has got 
steadily worse. The trade figures for the first three months of the current year, April, May and 
June, show total exports of merchandise 30 crores (£224 million sterling) and imports 37 crores 
(£27* million sterling)-— an unfavourable balance of 7 crores. Thus, if we continue at this rate 
for the rest of the year we shall have an unfavourable balance of 28 crores (£21 million sterling) 
compared with a normal favourable balance both for the pre-war and post-war periods of 70 to 
£0 crores (£54 million to £61 million sterling). But India as a debtor country needs to main- 
tain a large favourable balance of trade in merchandise. The Government in order to meet 
its essential obligations has to find about £30 million sterling annually, that is to say, 40 crores, 
while the figures indicate that, as an average, a further margin of 10 crores (£74 million) at least 
is required to meet other items in the adjustment of payments on private accounts. Therefore, 
apart from movements of capital or the country’s requirements for the purchase of precious 
metals, India in order to maintain an even position requires a favourable trade balance of at, 
least 50 crores (£374 million) annually. In the past, as I have shown, this minimum has in fact 
been exceeded by 20 to 30 crores : and this margin has been utilised by India for the import 
of gold and silver, which according to age-long tradition the Indian people buy. Yet we are 
now faced with a heavy unfavourable balance of trade — a feature which, save only in the 
totally exceptional disturbances just after the war, India has never experienced before. It 
will be asked how in these circumstances our exchange rate are being maintained. The 
answer is that since last September India, instead of importing gold and silver, has practically 
stopped buying silver and lias been exporting gold on a large scale. Actually in six months, 
October 1931 to March 1932 India exported gold to the value of 57 crores, or on the basis of 
the full gold parity of sterling to the value of about £32 millions. This process is still continuing 
at the rate of about 4 crores (£3 million sterling) per month. This is the key factor which 
must he remembered in assessing the realities of the Indian economic situation. According 
to the figures for the first three months of this year India is only exporting merchandise at the 
rate of 120 crores (£90 million sterling) per annum, while she needs, as I have already shown. 
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a favourable- trade balance of nt b its! bfi t-ror*--. (137| niiUioiH) in order to maintain as: even l--’. '. 
Therefore. if if wore not for th" ex{»orf of gold «!ic enuM only afford to ».•■* importing at 'tV 
rate- of 70 crorcs (£321 millions) ]v*r annum. A reduction of imports to «uch a figure would 
create a completely impmsibb* budgetary jwwition. ]f on the other hand import-? «rtr not *-■» 
rod tired rh'- would be unable to me? f h-r external obligations except by ntWnu: fredi bun*-, a 
course of which tlo- dangi'tN and db-.-vlvontaecs nr<* obvious. 

lit what 1 have already mid 1 have dealt with the general economic position in the count ty 
and with the budgetary and currency po-ition of the (Government. But there is another si !>■ 
of the Government'B financial activities which has a very important bearing cm the general 
economic portion of tin- country. I refer to the (Government's programme of capital expendi- 
ture on public works generally hut especially on railway cons) met ion and irrigation work*. 
The grave budgetary difficulties whieli l lmve de-erjbed combined with the difficulty of main- 
taining financial and ctim-ncy stability in the face of the slump in export trade have forced the 
Government to cut down most drastically flic whole of it-? programme of capital expenditure. 
Financial policy as regards the railways dearly illustrates this. In tin* three year? from Is* 
April 1027 to the 31st Mnrch 1030 expenditure on new construction and Open bine works on 
the railways, including the expenditure from the Depreciation Fund, averaged £31} million 
sterling. For the financial year 1032-33 this expenditure has been reduced to a total of £7| 
million sterling. This reduction in construction work seriously affects the economic position 
hi hid in. It must oho seriously afirct tho position in England, for a largo portion of tho rail- 
way expenditure would have taken the. form of the purchase of locomotives, etc., from England. 
These figures are no more than an illustration in one important field of the vicious rirrh* of 
depression into which a country i<= forced when its Government lias to undertake a drastic 
policy of economy nnd deflation. As a further detail illustrating this 1 may quote the fact 
that, when the programme of the development of the Indian iron nnd steel industry was fixed 
five; years ago, it was worked out on the assumption that the Government requirements of 
rails front the Tata Iron and Steel Works would amount to 20(1, 0W tons per annum. The 
actual orders for the current year are only 38,000 tons. It is obvious how such «ubnnnn»!ity 
in activity must re-act on the economic position throughout the country. * 

In what I have said above I have dealt only with the position of the Central Government of 
India. But the position of the various Provincial Governments is even more difficult. I need 
not. enlarge upon this for the effects in thw field are precisely similar to those of the Central 
Government which I have already outlined. 

While the difficulties of effective action towards producing a rke in prices are fully recog- 
nised. the situation which I have attempted to describe seems to us to justify the consideration 
of any course which offers a hope, however slight, of ameliorating the position. 

The discussion of the exact lines which such a course might follow cati he left to a inter 
stage, but I should like to conclude by shortly summarizing India’s needs, nnd stating what is 
likely to happen if these cannot be met . 

Wo need above everything a substantial and early rise in prices. We recognise that a 
rise in world prices to be brought about by International co-operation is the ultimate ideal, hut, 
short of this, we believe that a rise in sterling price* extending throughout the sterling area 
would not only bring us great immediate benefits, but would probably by its own stimulus and 
example lead to a general movement throughout the world. If we could he as- u red by declara- 
tion from the British Government that their policy would be directed to raising sterling price* 
and to maintaining monetary and credit conditions appropriate to that end we should fee) 
justified in adopting a policy which would itself contribute largely to a general improvement 
in trade. 
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’ ’ ’ ANNEX' If: ' * 

CTP ttpmtjy STRAKOSCH AT A MEETING OP THE COM- 
— » ON 28TH mY.l« 

speakers by dealing- witli themone P r j rfal p re f erence is bound up with that of mone- 
to explain how mtmateiy thc que ” ^ essential suc h monetary co-operation is to the 
tary co-operation withm the Lmpir , absence of an appropriate and uniform mone- 

KWy to frustrate the advantages that Imperial Preference is 

designed to give statements made by the heads of the Delegations at the 

There is hardly ^^“^^and again today, which does not refer to the fall of wliole- 
SS ttmentl factor in toe economic depression and which does not emphasise 
toe Sent need of seeing the trend of wholesale prices reversed. 

This view is now also accepted over a wide area outside the British Empire. (Notably in 

the ) tQ ( j ca | at an y length with the causes of the fall of the gold 

It is unnecessary * & j i g f a ndard bv all bub a few countries. Yet it is, 

level of prices and the altandoirm 6 d.-.ci of controversy on this subject 

' I believe, useful to refer to there is a groat measure of unani- 

inity ou'tbc'fundmne'ntal factors that have brought about that fall. The differences where 
they exist today are mainly of emphasis and not of substance. . 

} „ _• t i ip f a u of -prices and therefore the crisis is due to a com- 

It is now Srtn^o fi “riaUnd monetary-all acting and reacting one 

upon the other but all operating on the situation through the monetary medium. 

the reparation an i q i t 0 f t p c f W0 reparation and war debt creditor ^countries, 

restrictions to ^ “°vement payme nts in the form of goods or 

Prance and United Stab , coun t r ies to discharge their ohhgations in the form of gold, 

securities had compelled monetary go ld reserve set in motion a vicious circle of defla- 
te consequent dep etion o ^ a ec0 nomic depression to which was later on added 

tion, which in its eariy stage P . countries threatens to destroy the very 

?„Si C “rcS^r«he system upon which our modern economic and soc.l 

organization re Tjuisanne Conference there is a fair prospect of this question being 

*5f;;wS!3rI of reparntion and war d.M payments will be miti- 

nated substantially. . , , . . 

r „r the pilose 

?Iu.v“,o”de ns P with P a good guide when we come to consider the means by which we may 
hope to extricate ourselves from our present difficulties. . 

A rapid appreciation of the purchasing power of money (which finds its expression in the 
fall of the general level of wholesale prices)— 

(a) enhances the burden of all debts because ultimately they can only be met m the form 

of goods and services; ■ 

(b) enhances also all fixed or semi-fixed money obligations other than debts ; e.g., rents, 

wanes, railway rates and taxes; 

(c) and so sets up a disequilibrium between toe cost of production and the price of the 

commodities produced. _ 

The enhancement of the e jumping tSTvSE 

orSScSrndbriS rith it unemployment and ultimately force, upon the community 

a reduction of the standard of living. , _ 

a reaucs ,, „ Tnpr ; ence 0 f a Calgary sheep farmer puts toe effect 

A reference in a local newspaper P g . , an( j n eatly. The sheep he had sent to 

of a disequilibrium between costs p includin'* railway freight amounted 

market were sold for Therigidity 

to forty-eight cents and thus Mt “ tht ttc tax ifare from the Chateau to the House 

of certain costs is well grated thefaettna ^ ^ shcep . 

of Commons co3ts^ J ° . - np ^ b _ t he volume of its production. The in- 

uentS m ST hnnd, depmdt «P» «■” P~f* «“ i,rod “ tio “ 

a profit. 
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If there is no prospect of it yielding profit, production will be redneed. 

Falling wholesale prices awl the disequilibrium which such a fall create* Irt^wn th*- u^l 
of production and prices thus leads inevitably ton curtailment of production, ihnt b, toandtir* 
tion of the income of the community. Unemployment and & progressively iarreariug inability 
of meeting debt charges is bound to ensue. 

How a rapid fall of wholesale prices causes a disequilibrium to develop between costs and 
prices may be gathered from the chart I submit (showing the course of nhob-'nle price* and cost 
of living in the United Kingdom, United States, Germany and France since 1**28). The cost 
of living index ia a good index of the general coat of production in a country. 

The object of the Ottawa Conference is the promotion of inter- Umpire trade mainly by a 
system of tariff preferences. 

The Chairman of the Indian Delegation in his Opening Speech said : — 

“The benefits: to production and trade of a preferential system may easily be Mw*pt 
away unless it ia supported by a monetary and credit policy which mwun-5 a rea- 
sonable measure of stability of genera! wholesale prices 

And he emphasized : — 

“ That the level of wholesale prices should be such as to rc -establish equilibrium with 
costs and the burden of all fixed and semi-fixed money obligations, '' 

To elucidate the point let me briefly deal with some of thv effects on Infer-Tmperial Trade 
and the operation of preferential tariffs of — 

(a) Sterling prices remaining where they are at present. 

((*) Sterling prices falling below the present level. 

(c) Sterling prices rising above the present level. 

I shall do so from the point of view of those Umpire countries, the currencies of which are at 
present linked to sterling. They are all in the main producers of primary commodities and all 
are on balance debtor nations, mainly' to the United Kingdom. 

(a) If sterling prices remain at their present level (which is some 3% below that at which it 
stood when the United Kingdom and all hut one of the Empire countries abandoned the Gold 
Standard) the burden of debt and the disequilibrium between costs and prices is likely to remain 
so great as to cont inue to impede production and to absorb so large a proportion of the importable 
surplus of these countries to meet their debt charges ns to leave hut the slightest margin with 
which to buy r commodities from the United Kingdom. Ko amount of preference in favour of 
United Kingdom goods could in these circumstances lead to purchases by the Dominions and 
India of the United Kingdom goods beyond the absolutely indispensable minimum. 

The burden of debt at the present level of prices is so great that it is by no means excluded 
that one or other of the countries will be unable fully to meet their obligations — which are mainly 
to United Kingdom. 

There is moreover the possibility that some of them will not he able to maintain the link 
wnth sterling at the present rate of exchange. It may become necessary for them to depreciate 
their currencies in terms of sterling so as to case their bunion of internal debt and to ml nee the 
disequilibrium between costs nnd prices. 

The effect of such n development would be to give to the country which has allowed its cur- 
rency to depreciate a definite advantage in the cost of production nnd thus in its competitive 
power over producers in the other parts of the British Commonwealth. A depreciation of currency 
in these circumstances is equivalent to an extra tariff against the rest of the Umpire. It would 
tend to restrict trade, to cancel preferences already agreed and abnormally to ftimulnte come of 
its industries. Such a development is dearly contrary to the whole spirit of Umpire co-operation 
and is the surest way of destroying it. 

(b) If sterling prices were to fall below their present level the dangers nnd difficulties to 
which I have alluded would be very substantially increased. Production nnd trade would Ik* 
reduced still further nnd default on external ns well ns internal obligations and depreciation of the 
currency would he almost inevitable in many cases. The ri4: of social and political difficulties 
would be substantially enhanced. And finally’ any system of Empire preference would be quite 
ineffective. 

(c) Most of the difficulties to which 1 have nlludcd would be mitigated and possibly com- 
pletely removed by a rise of wholesale prices. 

The conclusion to be drawn from this cursory survey’ is clearly that to make the aim’ of 
the Ottawa Conference attainable it is indispensable : 

(a) That pending the re-establishment of a stable international monetary standard tire 
Empire countries should as far as possible adopt a common standard of value and that the whole- 
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rale level of prices in terms of that common .standard should be raised to a point at which an 
equilibrium is re-established between costs and that level of prices. 

Further, that on the attainment of that level monetary policy should be directed towards 
maintaining it stable both in terms of commodities and in terms of other Empire currencies. 

The United Kingdom, being the greatest centre for Empire trade and finance and being in a 
very strong creditor position vis-a-vis the rest of the Empire, the trend of prices in terms of the 
common standard must depend in the main upon the monetary policj r she decides to pursue. 

If it is agreed that (1), a general rise of prices is necessary and (2), that stability of Inter- 
Empire exchanges is desirable then in order to attain these objects it is the monetary policy of the 
United Kingdom which must he the decisive factor. The task of the other members of the 
Empire sterling group in these circumstances involves no new problem. It would he confined 
to maintain stable the exchanges of their national currencies on London. They would in other 
words have to do no more than all gold standard countries used to do before the War. 

It is sometimes said that the interests of the United Kingdom in this regard and those of the 
rest of the Empire diverge because — 

(a) United Kingdom is a creditor country and as such profits by a low level of prices, and, 

(b) The divergence between costs of production and the prices of the goods she produced 

is less than the divergence in the other parts of the Empire. 

As to (a) the United Kingdom has a vital interest in seeing that her debtors remain solvent 
not only because she has a claim on them as a creditor but also because she is deeply interested 
in the sale to them of United Kingdom products. 

(b) The purchasing power of the Dominions, India and the Colonies for these goods clearly 
depends largely upon the cost of production being brought into harmony with the price of these 
commodities. 

It is clear then that the measure of harmony of the interests of the United Kingdom and 
the rest of the Empire is much greater than any possible divergence in regard to the particular 
price level to be aimed at. In these circumstances it should not be difficult to devise a common 
policy which would suit the requirements both of the United Kingdom and the rest of the Empire. 

The fall in prices and the consequent process of economic disintegration has already reached 
so advanced a stage that there is no time to lose. If we are'to avoid troubles far more acute and 
far more dangerous than those we have already experienced quick and determined action is 
necessary. 

One more word in conclusion. I think we all realise that the measures of Imperial co-opera- 
tion in the economic and monetary field which we are considering here — even if they were put 
into execution immediately — will not restore to the Empire the measure of prosperity it enjoyed 
before the crisis. That prosperity can return to us only if and when the production and trade 
of the world as a whole have been restored. And that requires among other things the re-estab- 
lishment of an international monetary system which can be relied upon to assure all reasonable 
conditions of stability, both in regard to the purchasing power of money in terms of commodities 
and in regard to the exchanges. The measures for Empire co-operation in the monetary field 
must therefore he regarded as no more than a preliminary stageto alleviate the position andpave 
the way to the restoration of an international monetary standard. The Empire will have an 
important — if not deciding — voice in the determination of what that standard should be. It 
seems desirable, therefore, that we should avail ourselves of the opportunity this Conference 
offers to consider what international monetary standard the Empire would favour and the 
conditions under which it would be prepared to adopt it. 

But before we come to consider this question the Conference will no doubt agree that our 
first task is to pursue the subject of immediate practical importance, viz., to reach agreement 
first on the broad proposition that a rise in the wholesale level of prices is necessary and then on 
the method by which such a rise may be achieved. 
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APPENDIX E. 


TRADE AGREEMENT BETWEEN III? MAJESTY'S jGOVEHXM ENT IN THE EXITED 
KINGDOM AND THE GOVRRMKNT OF INDIA. 


Wo, the representatives of His Mnjc-r.ty's Government in the United Kingdom nnd of t I:t* 
Government of Indin. herein- apTC"* with one another on behalf of ^irrespective Governments a*, 
follow n 

Articb' /.—HE Majesty's. Government in flic United Kingdom undertake tint Order*, shall 
be made in accordance with the provision? of Section -1 of the Import Dutic-* Act , lf'.ei, w hieh will 
ensure the continuance after the 15th November, 1032. of entry free of duty into! the United 
Kingdom of Indian goods which comply with the law nud statutory regulations for the time being 
in force defining Empire goods for the purpose of customs duties and which by virtue of that 
Act are now free of duty. 

Article 2. His Majesty's Government in the United Kingdom wjlil invite Parliament to 

p ags Hie legislation necessary to impose on the foreign goods specified in Schedule A appended 
hereto, the duties of customs shown in that Schedule in place of the duties (if any) now leviable. 


Article 3 .— His Majesty's Government in tho United Kingdom v ill invite Parliament to pass 
the legislation necessary to' secure to Indian goods of the kinds specified in Schedule It Appended 
hereto which comply with the law and statutory regulations for the'time being in force defining 
Empire goods for the purpose of customs duties, the margin of preference over similar foreign 
goods shown in that Schedule. 

Article 4 . — His Majesty’s Government in the United Kingdom undertake that no order 
will be made and that Parliament will not be invited to pass legislation which would have the 
effect of reducing the margin of preference now enjoyed by Indian goods of the kinds specified 
in Schedule C over similar foreign goods, and further undertake that, in the event of any greater 
preference being accorded in respect of such goods imported from nny other part of tin* 
Empire, such greater preference will be extended to similar Indian goods. 


Article 5 . — It is agreed that the duly on either wheat in grain or lead as provided in this 
Agreement may he removed if at any time Empire producers of wheat in grain and lead respec- 
tively are tumble or unwilling to offer these commodities on first sale in the United Kingdom at 
prices not exceeding the world prices, and in quantities sufficient to supply the requirements of 
United Kingdom consumers. 

Article 6 . — His Majesty's Government in the United Kingdom will invite Parliament to 
pass legislation which will secure for a period of ten years from the date hereof to tobart o, which 
complies with the law and statutory regulations for the time being in force defining Empire goods 
for the purpose of customs duties, flic existing margin of preference over foreign tohnee o. so long, 
however, as the duty on foreign unmanufactured tobacco does not fall below '2ji0.il. per lb. 
in which event the margin of preference shall he equivalent to the full duty. 

Aitiele 7 . — His Majesty's Government in the United Kingdom will invite Parliament to paw 
legislation providing for the admission into the United Kingdom free of duty from all source* 
of the goods specified in Schedule D. 

Articles. — Ill’s Majesty’s Government in the United Kingdom undertake that they will 
co-operate in any practicable scheme that may be agreed between the manufacturing, trading 
and producing interests in the United Kingdom and India for promoting, whether by re.-., arch, 
propaganda or improved marketing, the greater use of Indian cotton in the Unit'd Kingdom. 

Article .'/.---His Majesty's Government in the United Kingdom will invite the Government* 
of the non-self -governing Colonies and Protectorates to accord to India any preference width 
mnv for the time being be accorded to nny other part of the British Empire, provided that this 
{;]<ui*e diall not extend to nny preferences accorded by Northern Rhodesia to the Union of Smith 
Africa, Southern Rhodesia and the Territories of the South African High foinmisMon by virtue 
of the Customs Agreement of 1930, and further will invite the Government* of the Colonic, and 
Protectorates shown in Schedule E to accord to India new or additional preference* mi the 
commodities nml nt the rote? shown therein. 


Article 10 . Tie' Government of India will invite tie- I^gKlstnn- to pt—* th<- Ego! itron 
iHH'c.vnrv t „ Ki-oure to United Kingdom goods of the kinds specified i n Schedule P vh:<h comply 
witli the" laws and statuton,- regulations for the time being in fore- d* fining Empire go-vU f«r tin* 
purpose of custom- dun- the margins of preference over dmilur foreign gwd* shown in -J s nt 
Schedul". 


jlrtirfi //.-Tie* Ctm-rom-nt of India will condd* r, in rho light of the finding, of th<- Tariff 
Hoard, the piou-oMve ilii'A- to Ik- imposed on goods of cotton ami nrtifsrid dlk ac-orti: ;* a- th< y 
arc i 
by 

Tariff Hoard upm 

preference shown iti that Schedule will 1«- extended to such gootU. 
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SCHEDULE A, 

(Tide Article 2.) 

Description of Goods. 

Wheat in grain 

Rice, iiUhkcd including cargo rice and cleaned rice 
v, hole, but not including broken rice. 

Castor oil, linseed oil, coconut oil, ground-nut oil, 
rape oil, and sesamum oil. 

Magnesium Chloride 
Linseed 

? . .. 

SCHEDULE B. 

(Tide Article 3.) 

Description of Goods. Margin of Preference. 

Codec . . .. .. . • Osh. Ad. per cut. 

SCHEDULE C. 

(Tide Article 1.) 

Ten. 

Coir Yarn. 

Coir mats and matting. 

Cotton yarns, unbleached, np to No. 40 Count. . 

Cotton manufactures. 

Leather undressed — hides other than sole lealher. 

Leather undressed — skins. • 

.lute manufactures. 

•r 

Oil seed cake and meal. 

Paraffin wax. 

Spices. 

Teak and other hardwoods, whether hewn or sawn, in so far ns now subject to duty. 
Woollen carpets and rngs. 

Bran and pollard. 

Rice meal and dust. 

Tobacco. 

Castor seed. 

Magnesite. 

Sandalwood oil. 

Granite setts and curbs. 

Groundnuts. 

Lend. 

SCHEDULE D. 

(Tide. Article 7.) 

Sliding, seed lae and stick Inc. 

,Tute. raw. 

Myrabolnms. 

Rife, broken. 

Mien slalw and splitting*. 

Crf'talam jnneea and any other vnriMb-s of Indian lump that can be distinguished. 
KWCD 


Itete of Duty. 
2th. per quarter. 

Id. per lb. 

2i> per cent, ad valorem 

t 

J*h. per cwt. 

10 per cent, ad valorem. 


t. 
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r ' ,T J SCHEDULE E. l . 


(Vide Article 9.) 


(1) Ceylon. 

(a) at a rate of not less than 10 per cent, ad valorem. 

Cotton piece goods. , 

Cotton yarn. 

Fresh fruits and vegetables. < 

Pried, salted and preserved fruits and vegetables 
Big lead (but not lead sheets, tea lead or foil). 

Iron and Steel. 

Teak and other hard-woods. 

Perfumery. 

Coriander seed. 

Beans. 

Apparel. 

Boots and shoes. 

Woollen carpets and rugt 

(b) at specific rates. 

Tea at the rate of 12J cents per lb. 

Coffee, raw, roasted or ground, at the rate of 6 cents per lb. 

Tobacco manufactures, at rates to be subsequently determined. 

(2) Those Governments of British Malaya with whoso tariff policy it is consistent to 
impose duties on the commodities in question. 

(a) at a rate of not less than 10 per cent, ad valorem. 

Tanned hides and skins. 

Brass, bronze, brassware aiiH bionze ware. 

Copper and eopperware. 

Paraffin was. 

Perfumery. 

Groundnuts. 

Cotton piece goods. 

Pishmaws and sharkfins. 

(b) at 2 cents per lb. 

Groundnut oil (kachang oil). 

Gingelly oil. 


SCHEDULE F. 

(Vide Article 10.) 

Note : — 

The 10 per cent, preference granted to the United Kingdom by the agreement does not 
extend to commodities in the following classes : — 

(1) Those free of duty under Part I of Schedule II of the Indian Tariff Act 

(2) Those dutiable under the following entries in Part H oi Schedule 11 of the 

Indian Tariff Act : — 27A, 29, 43A, 43B, 45B. 

(3) Articles dutiable under Part III of Schedule II of the Indian Tariff Act. 
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(4) Articles; dutiable wider Pert TV «f P-chcdoh* 13 of •h'* Indian Tariff Act, except* 

in" rntriij. Nos. 60, 61 nnd 62. 

(5) Articl’-s which arc liable to protective dntv at special n>t"s wider Part VII of 

Schedule II of the Indian Tariff Act. 


Specification in annual fifitf merit of ’ea-Kime tnule 
of Briti*h India. 


Bate of 

preference 
fld totem’!. 


APPAREL (EXCLUDING HOSIERY AND BOOTS AND SHOES) 


3. Apparel (including drapery, uniforms,' 
accoutrements), 

2. Apparel— caps, bonnets and baiters’ i- 

vnre. 

3. Apparel — secondhand clothing 


Jn so far as they an: 
not subject to dutj 
under Nos, 4 5 A. and 
133 of the Indian 
Tariff Act. 


ARMS, AMMUNITION 


4. Filled cartridge cases 


5. Empty cartridge cases 

6. Fireanns 


ASBESTOS : — 


7. Asbestos manufactures 

8. BOOTES AND SHOES of leather 
BRUSHES AND BROOMS 

9. Brushes (paint and varnish) . . 

10. Toilet brushes 

11. Brashes (other than toilet and paint and varnish) 


BUILDING AND ENGINEERING MATERIALS OTHER TITAN OF 
IRON, STEEL OR WOOD 


12. Firebricks 

13. Cement, Portland .. 

14. Cement, other than Portland .. 

15. Tiles, other than glass tiles 

16. Other kinds (except asphalt, bricks, chalk, lime and clay) 
BUTTONS 


17. Buttons, metal 


CHEMICALS AND CHEMICAL PREPARATIONS (EXCLUDING 
CHEMICAL MANURES AND MEDICINES) 

18. Tnrtnrie acid 

19. Other acids (except acetic, carbolic, citric, oxalic and tartaric) 

20. Anhydrous ammonia 

21. Other ammonia and salts thereof 

22. Disinfectants other than naphthalene 

23. Bichromate of potassium .. .. , . 

24. Pofnvuum compounds, other sorts (except chlorate and cyanide) 

25. Bichromate of soda 

26. Cyanide of sodium 

27. Caustic soda 

23 Sodium carbonate (soda jvdi and soda errs tel si 

29. Soda compounds, other (exempt bicarbonate. Wax and sodium 
silicate) 


30 

30 

10 

10 

30 

30 

10 

10 

30 

10 

30 


30 

10 

10 

30 

10 

10 


10 

10 

30 

10 

30 

30 

30 

30 

30 

10 

10 

in 
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Specification m annual statement of sen-borne trade 
of British India. 


METALS AND ORES— contd. 


90. "Wrought : Sheets . . 


! 10 

91. "Wrought t Tubes .. 


10 

92. Wrought : Wire 


10 

93. Wrought : Other sorts 

Copper : — 


10 

94. Wrought : Rods 


10 

95. Wrought : Sheets 


10 

96. Wrought -. Tubes . . 


10 

97. Wrought : Wire, excluding telegraph and telephone . . 


10 

98. Other copper manufactures (except braziers) 


10 

99. German silver (including nickel silver) 

, . 

10 

100. Iron and Steel, all sorts, which are subject to duty under Nos. 60, 61, 
62, and 97 of Schedule II of the Indian Tariff Act . . * 

10 

Lead, wrought : — 



101. Pipes and tubes 


10 

102. Sheets, (other than sheets for tea chests) . . 

Zinc or spelter : — 

•• 

1 10 

103. Wrought or manufactured 


10 

OILS 



104. Pish oil . . 

, # 

10 

105. Essential — synthetic . . 

. , 

10 

106. Natural essential oils (except almond, bergamot, gajuputti, camphor, 
cloves, eucalyptus, lavender, lemon, otto rose and peppermint) 

10 

107. Lubricating (mineral) other than batching .. 

. , 

10 

108. Mineral .- paints, solutions and composition, dangerous, flashing 
bclou 76° F. .. 

10 

109. Vegetable non-essential oils /"except coconut, groundnut and 
linseed) 

10 

110. OIL-CLOTH AND FLOOR-CLOTH 

.. 

10 

111. PACKING • — engine and boiler of all kinds (excluding asbestos) 

. 

10 

PAINT AND PAINTERS’ MATERIALS — 



Paints and Colours : — 



112. Blue paint or Paris blue 


10 

113. Enamels, prepared 

.. 

10 

114. Red lead, genuine dry 

.. 

10 

115. White lead, genuine dry 

.. 

10 

116. Zinc white, genuine dry . . . . . , 

.. 

10 

117. Other sorts (except barytes, eraphitc, reduced dry red lead and 
white lend, moist white lend, reduced dry zinc white and moist 
vine white) . . . . . . . * 

. 10 

Other than Paints and Colours : — 



118. Goods, other than turpentine and turpentine substitute 
vnmish 

and 

10 

PAPER AND PASTEBOARD 

Paper : — 

31.9. Packing paper .. .. J 

- 

10 


Rato o£_ 
preference 

ad valorem , per cent, 
per cent. 



Specification in rnrrnal statement of sea-borne trade 
of British India. 


Bate of 
prdfmwe 
of t-nJerrw. per cent 


PAPER AND PASTEBOARD — contd, 

320. Printing paper, except newsprint . . JO 

323 Writing paper in large sheets . . . . . . . . 10 

122. Envelopes imported separately .. .. .. JO 

323. Other kinds of paper (except “ Note and letter paper and onve- 30 
lopes ” and old newspaper in bales and bags). 

124. Paper manufactures .. .. .. .. 10 


Pasteboard, millboard and cardboard of all kinds : — 

125. Other than strawboards . . . . . . . . 10 

126. Manufactures of pasteboard, millboard and cardboard . . 10 

PROVISIONS AND OILMAN’S STORES 

127. Canned or bottled fruits . . . . . . • . . 10 

128. Tinned or canned fish . . . . . . . . 10 


129. Other canned and bottled provisions n. e. s. (except vegetable pro- 
ducts — vegetable ghi and fat, etc.). 


130. Milk, condensed and preserved including milk cream . . 10 

RUBBER MANUFACTURES 

131. Pneumatic motor covers . . . . . . . . 10 

132. Pneumatic motor tubes . . . . . . . . 10 

133. Pneumatic motor cycle covers . . . . . . . . 10 

134. Pneumatic cycle covers . . . . . . . . 10 

135. Pneumatic cycle tubes . . . . . . . . 10 

136. Solid rubber tyres for motor vehicles ' . . . . . . 10 


137. Other manufactures except apparel, boots and shoes (and except 10 
pneumatic motor cycle tubes). 


138. SMOKERS’ REQUISITES (EXCLUDING TOBACCO) .. 10 

139. SOAP : TOILET .. .. .. .. .. 10 


140. STATIONERY (EXCLUDING PAPER), PENCILS (EXCLUDING 10 

SLATE PENCILS). 

141, Other sorts .. .. .. 30 


TEXTILES 


Haberdasher;' and millinery : 

142. Lace and embroidery 


In so far as they arc 10 

not snbjcct to duty 
under Nos. 45-A 



and 133 of Schedule 


143. Other sorts (except towels not in 

II of the 

Indian 

10 

the piece). j 

Tariff Act. 



WOOL : — 




144. Worsted yam for weaving 

• • » * 


10 

’ 145. Knitting wool 

Manufactures : 

« • » 4 

-■ 

10 

346. Carpets and floor mgs 

• m <r « 

» * 

10 

147. Hosiery 

* m • 

« » 

30 

348. Piece goods .. 

•r * « u> 

» • 

30 

149. Shawls 

* * • » 

ft w 

30 

350. Other ports (except blankets and rugs) 


30 

151, TOILET REQUISITES NOT SPECIFIED ELSEWHERE IN THE 

30 


TRADE RETURNS. 


) 
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Specification in annual statement of sea-borne trade, 
of British India. 


Eats of 
preference 

ad valorem, per cent. 


TOYS AND REQUISITES FOR GAMES AND SPORTS (INCLUDING • 10 

FISHING TACKLE) 

152. ’ Toys . . . . . . . . . . 10 

Requisites lor games and sports (excluding firearms, etc.)': ■ 

153. ' Flaying cards . . . . . . . . ' . . 10 ■ - 

154. ' Other . . . . . . . . . 10 

155. UMBRELLAS AND UMBRELLA FITTINGS 

VEHICLES : — 

156. Carriages and earls not mechanically 1 propelled (excluding railway - 10' 1 

carriages, trucks, etc.). 

157., Parts of carriages and carts (excluding. rubber tyres) .. 10 1 > • 

158. Cycles (other than motor cycles) imported entire or in sections 10 

159. Parts of cycles and accessories (other than of motor cycles) (ex- 10 

eluding rnbbei tyres). 

160k Motor cars (including taxicabs) .. .. .. ! - 

161. ' Motor omnibuses.,- .. .. .. .. 7£<>; 

162. Chassis of motor omnibuses, motor vans and motor lorries .. 74 

163^ Parts of mechanically .propelled vehicles and,, accessories other, 74, 

than of aircraft (excluding rubber tyres). 


SCHEDULE G. 
(Vide Article 11.), 


Specification in annual statement of sea-borne trade 
of British India. 


Rate of 
preference,-- 
ad,mlorcmi> pe^t-cent. 


Apparel (including drapery, uniforms, 
accoutrements) , 

Apparel-r-caps, bonnets and hatters’ S- 
ware. 

Apparel — secondhand clothing . . J 

Canvas, cotton 

Shawls, in the piece, cotton 

Lace find Patent Net, cotton 

Fents, cotton, 9 yards long or less 


In so far as • they are ' 
subject) to duty.'.^ 
under Nos. 45-A , 
and 133 of the 
Indian- Tarilf' Act,.-: 


Other sorts of cotton manufactures {excluding twist and yarn, piece-goods, 
thread for sewing, blankets, handkerchiefs in the piece, hosiery, 
rope and towels in the piece); 


Lace and embroidery 

Other sorts of haberdashery and 
millinery. 


In so far as they are,. -. - - 
subject to duty 
under Nos. 45-A 
and ,133.-.., of . the, - ’ ’ 
Indian Tariff Act. 


Silk manufactures, excluding yarn, noils and warps, piece-goods and threads- 
for sewing. 


Goods of silk mixed with other materials, excluding twist and yarn, piece--.) 
goods and tliread for sewing. 

Artificialsilk manufacturers, excluding yarn, piece-goods and thread for seuvv 
ing. 

Goods of arlificial silk, mixed with other materials, excluding twist and 
yarn piece-goods and 'thread for sewing." 


10 

10 

10 ' 
10 . . 
10 , , 
10... 
10 ft.' 
10 


10 •• 


10 .- > 
10 s’. 

10 

10 

10 
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SCHEDULE H. 

(Tide Article IS.) 

(a) Preference* at n rate of not lens than 30 per cent, ad valorem — 

Asphalt. 

Beeswax, 

•Soil a ash, including Calcined, natural soda and manufactured sesqui -ca rbonn t ex 
Gum Arabic. 

Gum benjamin, ras and cowrie. 

Gum dnmmcr. 

Hammer bntu, unrefined. 

Rosin. 

Cutch. 

Gambicr, all sorts. 

Citronclla oil. 

Cinuamon oil. 

Cinnamon leaf oil. 

Coconuts, husked, unhusked and other kinds, copra or coconut kernel, coconut oil, 
coir fibre, coir yam, coir mats and matting. 

Fish, dry nnsaltcd. 

Fish, dry salted. 

Fish, canned. 

Fresh vegetables. 

Vegetables, dried, salted or preserved. 

Fruit and vegetables, canned and bottled. 

Fruit juices. 

Sisal and aloe fibre. 

Ivory, unmanufactured. 

Oil seeds (other than essential). 

Vegetable oils (other than essential). 

Plumbago. 

Sago and tapioca (but not sago flour). 

Vanilla beans 

and so long as it is consistent with Indin’s Tariff Policy to impose Customs duties on the 
comfnodities in question : — 

Fresh fruits (other than coconuts). 

Dried, sailed or preserved Fruits. 

(6) At a rate of 7 1 per cent, ad valorem — 

Betolnuts. 

Ungrmuid spices 

and, so far us preferences are granted to the United Kingdom, drugs and medicines and 
apparel of all kinds. 

(c) Preferences at specific rates — 

Bitters at the rate of Its. 3-12-0 per gallon. 

Coffee at the rate of I anna per lb. 

Rum at the rate of Rs. 3-12-0 per proof gallon. 

Ten a? the rate of 2 annas per Jb. 

Unmauuutetured tobacco at rates to be subsequently determined. 


fs 




APPENDIX F. 

3V Convent ion of St. Germam-en-Laye, 11*19, b the last of time intenwirio&td agrwin' nu, 
the other l wo being the General Act of Berlin, 1 P8A, and the General Act ami Dechrarion of 
Virus®*!?, 1690, These instruments arc commonly referred to as the “Ctuuro Barin Twataws*', 
though their operation extends far beyond the Congo Basin. They contain provisions rioting 
to n variety of subjects including the suppression of slavery and the slave trad-, the navigation 
of certain African ri*. ere and the protect ion of life arid property in Africa ; but the only ptmvkon 
of importance for the present purpose arc those which provide for eomnn.rri.il equality l-'tno’ti 
the nationals of the signatory States in an area extending right arrow Africa, and including 
what is now the whole of the Belgian Congo, Kenya. Uganda, Tanganyika, &»nribur nnd 
Nynsaland, part of Northern Rhodesia, and parts of surrounding French, Italian and 
4 Portuguese territory'. 

The Berlin Act provided for a regimo of complete free trade in this area. The Brawl? 
Act and Declaration modified thin provision by allowing duties up to 10 per cent, subject to the 
proviso that there should be no discrimination in favour of any one Power. The Convention 
of St. Germain removed the limitation as to the amount of the duties that could be Fvbd but 
provided specifically against any form of discrimination. 

The parties to the Berlin Act and to the General Act and Declaration of Brawls were 
Great Britain, Belgium, Italy, Portugal, France, Germany, Austria, Denmark, Spain, The 
Netherlands, Russia, Turkov, Sweden nnd Norway. The parties to the Convention of St. 
Germain are Great, Britain, the Dominions nnd India, Belgium, Italy, Portugal, France nnd 
Jngnn. Ah between these latter Powers the Convention of St. Germain abrogates the earlier 
instruments. 

The Convention of St. Germain provided that the signatory Powers should reassemble 
at the end of ten years from its coming int o force in order to introduce into it such modifications 
as experience might have shown to he necessary. Towards the end of this jieriod of ten years 
the position was carefully considered by His Majesty's Government in the United Kingdom 
in consultation with trading and shipping interests nnd with His Majesty’s representatives in 
the Colonics concerned. The general consensus of opinion at the time wash) favour of main- 
taining the existing position. After this review of the matter His Majesty’s Government m the 
United Kingdom informed the other Powers parties to the Convention that they saw no occasion 
for holding a Conference immediately. They accordingly suggested that it should be post* 
poned until 1935. Some of the Powers accepted this proposal nnd others sent no reply. 

His Majesty’s Government were asked in the House of Lords, in June 1932, whether the 
continuance of the Congo Basin Treaties was in accordance with the present policy of the 
Empire, and if not wlmt steps were being taken to efTect their denunciation. Lord Tcrople- 
more’s reply on behalf of the Government included statements (1) that they were giving 
their earnest consideration to the whole matter, especially ns regards its bearing on Ottawa 
and other Conferences that were taking place, and (2) that lie was informed that there would be 
rather large international obstacles in the way of bringing the present regime to an end. 
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